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P-ROCEEDI-NGS
(2:14 p.m)

CHAI RPERSON SURO- BREDI E:  This hearing is
held by the Trade Police Staff Commttee, an inter-
agency body chaired by the Ofice of the U S. Trade
Representati ve.

In addition to the USTR there are
representatives fromthe Departnments of Agriculture,
Comer ce, St at e, and Treasury, and the US
| nt ernati onal Trade Conm ssi on.

Menbers of the USTR staff working on this
negotiation also wll be present.

The subject of this hearing is the
proposed negotiation of a free trade area of Mrocco.
The TPSC is seeking public coment to assist the
United States Trade Representative in anplifying and
clarifying negotiating objectives for the proposed
agreenent and to provide advice on how specific goods
and services and other matters shoul d be treated under
t he proposed agreenent.

In addition to the testinony we w |l hear

today, interested persons, including persons who
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participate in the hearing, my send witten comments
until noon, Novenber 25th, 2002. Witten conments nmay
i nclude rebuttal points denonstrating errors of fact
or analysis not pointed out in the hearing.

The first page of the witten comments
must specify the subject matter, including, as
appl i cabl e, the products with HTSUS nunbers or service
sectors.

Under Section 2104 of the Bi parti san Trade
Pronotion Authority Act of 2002, for agreenents that
Wil | be approved and inplenented through TPA
procedures, the President nust provide the Congress
with at | east 90 days' witten notice of his intent to
enter into negotiations and nust identify the specific
obj ectives for the negotiations.

Before and after the subm ssion of this
notice, the President must consult with appropriate
congr essi onal conmmttees and the congressiona
oversi ght group regarding the negotiations.

Under the Trade Act of 1974, as anended,
the President nust afford interested persons an

opportunity to present their views regarding any
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matter relevant to the proposed agreenent; mnust
desi gnate an agency or interagency commttee to hold
a publ i c hearing regardi ng any proposed agreenent; and
seek the advice of the U S. International Trade
Commi ssi on regardi ng t he probabl e econom c effects on
U S. industries and consuners of the renoval of
tariffs and non-tariff barriers oninports pursuant to
t he proposed agreenent.

I n Cct ober, after consultingwthrel evant
congr essi onal conmmttees and the congressiona
oversi ght group, the USTR notified the Congress that
the President intendstoinitiate free trade agreenent
negotiations with Mrocco and identified specific
obj ectives for the negotiations.

In addition, the USTR requested the I TC s
probabl e econom c effects advice. The ITCintends to
provide this advice on Novenber 28th, 2002.

To assist the admnistration as it
continues to develop its negotiating objectives for
t he proposed agreenent, the Chairman of the TPSC has
invited witten comments and/or oral testinony of

interested persons at this public hearing.
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Comrents and testinony may address the
reduction or elimnation of tariffs or non-tariff
barriers on any articles provided for in the HTSUS
that are products of Myrocco, any concession which
shoul d be sought by the United States, or any other
matter relevant to the proposed agreenent.

The TPSCinvites comments and t esti nony on
a nunber of matters that are outlined in nmy opening
st at enent .

Comrents identifying as present or
potential trade barriers, |aws or regul ations that are
not primarily trade related should address the
economc, political, and social objectives of such
regul ati ons an the degree to which they discrimnate
agai nst producers of the other country.

At a later date, the USTR, through the
Trade Policy Staff Conmttee, will publish notice of
reviews regardi ng the possible environnental effects
of the proposed agreenent and the scope of the U S
envi ronnent al revi ewof the proposed agreenent and t he
i npact of the proposed agreenment on U S. enpl oynent

and | abor narkets.
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| would nowlike toturnto Cathy Novelli,
Assi stant U.S. Trade Representative for Europe and t he
Medi t erranean, for additional remarks, after which the
panel nmenbers will introduce thensel ves.

Then we will hear fromthe first wtness,
Hi s Excel | ency Anbassador Aziz Mekouar.

M5. NOVELLI: Thank you, Carnen.

And wel cone to all of you, and thank you
for your participation in an exercise that is not only
i nportant to devel opi ng conprehensi ve and sound U. S.
negotiating objectives, but is part of t he
admnistration's strategic engagenent with a close
friend of the United States.

The U.S. has comercial and strategic,
econom c, and foreign policy interests in negotiating
an FTA with Mrocco, and FTA will foster inproved
comerci al and mar ket opportunities for U S. workers,
busi nesses, and i nvestors in Morocco and t he north and
west Africa. It wll stinmulate economc grow h,
i nprove living standards, and generate hi gher paying
jobs in the US and in Mrocco by reducing and

elimnating barriers to bilateral trade.
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A US -Mrocco FTA wll support the
significant economc and political reforns that are
underway in Mrocco today and enhance the Moroccan
governnment's efforts to attract new trade and
i nvestment and pronote sustai nabl e devel opnent .

| ncreased trade and investnent can help
create better jobs for Mrocco citizens, and trade
liberalization wll support this admnistration's
commtnment to pronote nore tolerant, open, and
prosperous societies in the Mddle East.

W are here today to hear your views on
how we shoul d approach this negoti ati on and reach our
obj ectives  of enhancing our bi | at eral trade
relationship wth Mrocco and fostering economc
growh in the U S and in Mrocco.

In April 2002, President Bush and King
Mohanmmed VI stated their agreenent to negotiate and
conclude an FTA between the U S and Mrocco as
qui ckly as possible. At present we expect to begin
negotiations with the Mroccans at the begi nning of
2003.

W w il ook to negotiate an agreenent as
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qui ckly as possi bl e consistent wth the TPA framewor k
and the conplexity of the negotiations.

Several key states that are approaching
i nclude Novenber 26th, 2002, when Moroccan |ead
negotiator State Secretary Fassi Fihri will wvisit
Washi ngton, D.C. for pre-negotiation discussions on a
framework for the negotiations, the negotiation
cal endar, and nodalities.

As Carnen said, Novenber 28th, 2002, when
the ITCsubmts its confidential report to the USTR on
t he probabl e economc effects of the FTA on the U S
econony.

January 15th, 2003, when public comments
on the environnental review for the U S -Mrocco FTA
are due.

During January 2003, we intend to have
i ntensive consultations with Capitol HIl, and we al so
expect to begin negotiations wth the Mroccans in
January 2003, subject to cal endars and their approval .

We hope to conclude these negotiations
during cal endar year 2003.

We ar e begi nni ng t he process of devel opi ng
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our negotiation objectives and positions. Thi s
hearing will serve to informour thinking and insure
our understanding of U. S., private, and NGO sector
positions.

We appreciate the efforts you have made to
contribute to this public coment process through both
your witten conments and testinony. My staff and the
i nt eragency team have devel oped a nunber of questions
in response to the witten testinony we've received,
and we | ook forward to hearing your views and replies
to questions that we will have.

Thank you.

CHAI RPERSON SURO BREDI E:  Coul d I ask the
panel to introduce thensel ves, please?

MR, ROTH Sure. David Roth from the
Departnent of Conmmerce.

M5. RZEM EN: Susan Rzem en from the
Treasury Departnment.

MS. HYLAND: Colleen Hyland from the
Departnent of State.

CHAI RPERSON  SURO- BREDI E: Carmen Sur o-

Bredie, Chair of the Trade Policy Staff Conmtt ee.
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M5. NOVELLI: Catherine Novelli, Assistant
USTR for Europe and the Mediterranean.

MR.  BELL: Douglas Bell, Director for
North Africa for U S. Trade Representative's Ofice.

MR. Bl RDSEY: David Birdsey, Director for
Eur opean Regi onal Affairs, USTR

MR. MEYER. Gary Meyer with t he Depart nent
of Agriculture.

MR,  LEAHY: Dan Leahy, Director of
Ext er nal Rel ati ons, u. S | nt er nat i onal Tr ade
Conmi ssi on.

CHAI RPERSON SURO- BREDI E:  Thank you

Then we are ready for the first wtness,
Anbassador Mekouar. \Wel cone.

AVMBASSADOR MEKOUAR: Thank you. Thank
you, Madane Chairman, Chairperson

Madanme  Chai r person, menbers of the
commttee, | would Ilike to thank you for the
opportunity to testify today on the proposed U.S. and
Morocco free trade agreenent. We in Morocco strongly
bel i eve that the decision nade | ast April by President

Bush and H s Mjesty, King Mohammed VI to pursue an
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FTA between our two countries represents a tinely and
inportant initiative wwth one of the United States
best friends and allies.

As you all know, the Kingdom of Mbdrocco
and the United States of Anmerica have a long history
of friendship and cooperation. Sone 225 years ago, on
Decenber 20th, 1777, Morocco becanme the first country
in the world to extend diplomatic recognition to the
young Anerican republic that was still struggling for
its very survival

In 1789, Mrocco al so becane a signatory
to the ol dest unbroken treaty in the history of U S
foreign rel ations.

Si nce then, Modrocco has al ways st ood si de
by side wwth the United States, in good as well as in
difficult tinmes, and even today Mdrocco has provenits
worth as a full partner in the war against
international terrorism

My country's comnmtment to the strategic
alliance with the United States stens fromthe basic
fact that we share and cherish the sane values for

peace, stability, denocratic and free market ideals.
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We both want to strengthen our participation in world
mar kets through open trade and i nvestnent flows. W
both seek to inprove social, equity, and equal
opportunity as a necessary condition for devel opnent
and stability of the region.

We are both concerned about terrori smand
ot her gl obal issues facing our two countries and the
wor | d.

W firmy believe that a free trade
agreenent between Mdrocco and the United States w |
bol ster the trend of noderation and openness that ny
country has enbraced and provide an inportant nodel
for other countries in the region.

Aside from the political and strategic
dinmension of our long term and close bilateral
relations, an FTA would generate nmjor economc
benefits for both of our countries. It would
strengt hen and expand bilateral commercial tries and
create real business opportunities for Anmerican
wor kers, conpanies and farners. It would restore
conpetitive advantages for the U S. business key

sectors. Key sectors such as telecommunications,
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tourism fi nance, transportation, ener gy, and
insurance will be opened up to U. S. firnms beyond the
current |evels of market openness.

And FTA would also establish greater
mar ket opportunities for U S. exporters in other
countries throughout Africa, the Mddle East, and
Europe. As you know, we have free trade agreenents
with Europe and with Arab countries and African
countries. The Arab countries are today Tunesi a,
Egypt, and Jordan and, of course, all of the European
Uni on.

So Morocco is a strategic |aunching path
to these inportant regions. O course, the FTA would
help Mrocco by fostering its economc growh,
increasing the living standards, and creating better
jobs for Mroccan citizens. An FTA would pronote
greater market or enter refornms and hel p attract nore
U.S. and other foreign investnents.

American investnent brings technol ogy,
j obs, and new busi ness nodel s, managenent traini ng and
high centers in social responsibility. This is

essential to our ability to further develop our
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econony and achieve our aspiration of entering the
ranks of the nore highly developed and globally
conpetitive econony.

Utimtely, the conclusion of t he
conprehensive free trade agreenent would be the
capstone to continuing nutual effort to bring us
cl osely together.

Thank you very nmuch for your attention.

CHAI RPERSON SURO BREDI E:  Thank you very
much, M. Anbassador.

Qur first question will be by USTR

M5. NOVELLI: M. Anbassador, first | want
to say that we very nuch val ue the friendship Mrocco
has gi ven us over all of these years, and we are very
pl eased and excited to be | aunchi ng this endeavor with
you.

One of your primary goals, as | understand
it, is to attract significant investnent that wll
create jobs for both economes, and | was wondering if
you could highlight sonme of the sectors, in
particul ar, that you think woul d be nost attractive to

U S. investors and also to explain whether there will

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

16

be opportunity for 100 percent U.S. ownership in those
sectors.

And sort of a conpound question, whichis,
as you said in your testinony, Mdrocco can serve as a
| aunchi ng pad. What are the sectors where there have
been liberalization with the EU and how does that fit
in?

AMBASSADOR MEKOQUAR: Wl |, thank you

| think the sectors to start with, the
sectors | al ready spoke about, the tel ecomuni cati ons,
tourism finance, finance, transportation.

Fi nance, we i ssued a | aw a f ew nont hs ago,
| think two nonths ago or three nonths ago, about
banki ng and i nsurance conpani es that can be owned 100
percent by foreign investors. This is very inportant,

and all the rest of the econony is mainly open to al

of the -- I mean 100 percent owned capital by foreign
i nvestors.

But com ng back to sectors,
t el econmuni cati ons, of course, tourism
transportation, ener gy, and ot hers. On
tel ecommuni cati ons, we i beralized our
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t el ecommuni cations i ndustry. Nowit's opento private
capital. The second license has been sold. It's a
consortiumby a group made of Portuguese, Spanish and
Mor occans.

Thirty-five per cent of t he first
t el ecommuni cati on conpany has been sold to Vivan
(phonetic), the French conpany, and we woul d be very
happy to see Aneri can conpani es com ng to that sector,
and I'mtrying to work on that.

On the other side, on the other sectors
like tourism for instance, we have a charter. Last
year all of the Mdroccan actors in tourismsigned the
charter about investingintourism andtheideais to
have ten mllion tourists by 2010. Today | think that
we have sonething |ike 2,500, 000.

Tenmlliontourists in 2010 neans that we
need huge investnents in terns of capacity, in terns
of transportation, and of course, this will be open
not only to American investors in the sector of
tourism and transportation, but also to Anerican
conpani es selling goods to the industry for tourism

and this is very inportant.
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Energy, we also know that our biggest
pl ant i s owned by an Ameri can conpany, CMS Energy, and
of course, all of the finance and insurance sector,
which was until a few nonths ago closed to the -- |
mean coul d not be owned by -- nore than 50 percent by
foreign investors now can be owned 100 percent by
foreign investors. This is very inportant.

O course, you have other sectors, like
agriculture, and | think that agriculture is sonething
very inportant for the Anerican econony. W are
inporters of grain, and | think that in the future
wth the free trade agreenent, we'll be even bigger
inporters of Anmerican grain, wheat and ot her grains,
corn and ot hers.

But also, inagriculture, | think that in
Morocco if we get a free trade agreenent, we'll have
a framework in which the Amrerican conpanies will work
and that would be nuch nore at ease in Mrocco.

In agriculture, we can think that the
American conpanies wll come and work in the
agricultural sector, not only exporting, but also

devel oping investnents in the agriculture sector.
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So this is nore or | ess a few ideas about
why and how it could be interesting to have an FTA
with the Anericans for the American conpani es and the
Anmeri can econony.

| think that there was anot her question.

MS. NOVELLI: The EU

AMBASSADOR MEKOUAR: The EU. What ?

V. NOVELLI : What sectors you've
liberalized in your free trade agreenent with them

AVBASSADOR MEKOUAR: Wth EU | think
hi gh technol ogy, for instance. | think that our
associ ation agreenent with the EU opens t he borders of
the EU to all kinds, all industrial products com ng
fromMrocco, all of them and this is very inportant.

So anything that is manufactured in
Morocco can be sold into the European Union w thout
paying any fees. So it Mdrocco can be a platformto
work with the EU, but also with Africa and the Arab
countries, and this is one of the min assets of
Mor occo, is our geographical situation. W are in the
crossroads between countries and al so because of the

econom ¢ and political refornms we have been doing in
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the last ten years, and | think this is one of the
reasons that we have this FTA possible.

Thank you.

CHAI RPERSON  SURO- BREDI E: The next
question by the Departnent of State.

M5.  HYLAND: Good afternoon. M.
Anbassador, as you know, |abor will be an inportant
are of negotiations and key to attracting new
i nvestment into Morocco. Is there anything you can
tell us about current efforts at |abor refornf

AMBASSADOR MEKOUAR:  Yes. Well, | have
sonething witten here that | can tell you about
| abor. But what | wanted to tell you is about | abor.
| don't think that we'll have -- we'll have no
probl ens because all of our agreenents conply with the
| LO agreenents, and everything is made in Myrocco
respecting the I1LO rul es.

O course, we have trade unions, and |
mean, since independence the first Mor occan
institution guaranteed the right to organized trade
unions, and we have nmany trade unions, political

parties, and professional organizations.
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The right to strike is also recognized in

the constitution. So we have all of the rights
provided to | abor, | nean, to workers, are provided in
Mor occo.

Morocco s also signatory to nost
international treaties regarding |abor treaties. A
new | abor law is now submtted to parlianent and is
expected to be passed very soon. It will provide a
better framework for both workers and busi nesses, and
this is very inportant.

It would also help adapt the Moroccan
| abor market to the new gl obal econom c environnent,
all of this in respect of the ILO agreenents.

O course, there are concerns about child
| abor. Wth regard to child |abor, the Kingdom of
Morocco has ratified the 1 LO Convention 138 regardi ng
the m ni num age for adm ssion to enploynent, as well
as the ILO Convention 182 regarding the prohibition
and the elimnation of the worst forns of child | abor,
respectively, in January 6, 2000 and January 26, 2000.

Wth respect tothe Article Ill of the ILO

Convention 182, the Dai hair (phonetic), which is the
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| aw dated July 2nd, 1947, pertaining to child Iabor
| egislation, has prohibited and elimnated the
enpl oynent of child and the | egal requested age.

Furthernore, the draft of the new code of
| abor, which is in final discussion in the parlianent
and we are expecting it to be adopted in the very next
month -- | think three or four nonths -- takes into
account all provisions dealing with child |abor and
I nposes sanctions in case of violation.

Furt hernore, the Kingdom of Mrocco and
the I nternational Bureau of Labor have signed on Apri
5, 2000 an agreenent ainmed at inplenenting the
international program on the elimnating of child
| abor. In this respect an agenda has been undertaken
in close cooperation with I BL and UNDB

And in initial commssion, including
representatives frompublic adm nistration uni ons and
private sector has al so been set up for the purpose of
coordinating projects with UNI CEF child | abor.

CHAI RPERSON  SURO- BREDI E: The next
guestion by USTR

MR. BELL: M. Anbassador, you've just
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descri bed many of the steps that Mdrocco is using to
conbat the child |abor challenge that you face. How
do you see the FTA benefitting these efforts to end
child | abor?

AVBASSADCR MEKOUAR: Vell, the FTA will
enhance the possibility of growh of the Moroccan
econony, and it will bring an economcal growth in
Morocco, will bring the social situationin Miroccoto
a normality, and normality nmeans that we wll have
nmore jobs for the adults and no need for children to
work to bring noney into their famlies. So this is
one of the benefits of an FTAwith the United States.

| think that the FTA wll really create
the framework and w I | put the Ameri can conpani es nore
at ease to work in Mrocco so that not only the
Anmeri can conpanies, but it's a strong political signal
to the world and the international investors to cone
t o Morocco.

Soit will boost the Modroccan econony, and
boosti ng t he Mdroccan econony, it wll help very much
to apply all of the laws regarding preventing child

| abor .

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

24

We are very much commtted in that, and I
t hi nk t hat stopping child | abor -- we have been nmaki ng
lots of efforts and i nprovenents in that sector, but,
of course, an FTAw Il help on that.

Thank you.

CHAI RPERSON  SURO- BREDI E: The next
guestion by Departnent of Agriculture.

MR. MEYER. M. Anbassador, you stated the
U. S. -Mrocco FTA woul d restore conpetitive advant ages
to US. Dbusinesses lost as a result of Mrocco's
associ ation agreenent with the European Union. Can
you provide figures that illustrate the trade
di version that has cone about as a result of the EU
Mor occo arrangenent ?

AMBASSADOR MEKOUAR: | have sone figures
here. | can give you the figures about what happened
before and after association agreenent w th Europe,
but what | can tell you already nowis that the trade
with Europe, the European Union represents 57.9
percent of the Mroccan inports and 74.7 percent of
Moroccan exports.

| f you conpare it to the United States,

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

25

the United States represents 5.6 percent of the
inports and 3.4 percent of the exports. So you can
see the inbalance of the situation between the
American situation and the European situationin trade
wi th Morocco.

|'"'m sure that an FTA wll give nmjor
opportunities to American conpani es and the Anerican
agriculture to enter into the Mroccan market and
restore the conpetitivity of the American goods in the
Mor occan mar ket .

You know, today we can, as | said before,
t he European Union -- the agreenent, the association
agreenent with the European Union opens all of the
borders, | nean, the Moroccan borders for the European
goods from 2010 on. But already today the fees are
very low, and it's not the sanme for the Anerican
goods.

So an FTA would be just restoring this
conpetitivity between Europe and the United States

Did | answer?

MR. MEYER: Yes. Thank you.

CHAI RPERSON  SURO- BREDI E: The next
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guestion by the Departnent of Conmmerce.

MR. ROTH: Good afternoon, M. Anbassador.

One thing that is inportant to the U S
governnent as we nove along in this process is a
possi bl e environnental i1inpact of the FTA. Does your
government have any information on the possible
environmental inpact of the FTA? And how do you
enforce the existing environnmental |laws in Mrocco?

AMBASSADOR MEKOUAR: Wl |, | believe that
an FTA with the United States would help to lock in
current efforts on i nprovi ng environnent standards and
bri ng about new expertise that woul d certainly enhance
those efforts, but we have been meki ng lots of
efforts also in the environnment and i ssuing | awon t he
envi ronment .

Morocco is one of the few devel oping
countries where environnental concerns are taken very
seriously not only at the governnent |evel, but also
by civil society, and we have many, nany NGOs deal i ng
wi th environnment issues.

Sothisiscontributingeffectively toward

i nprovi ng environnental standards in Mdirocco. W've
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had t he del egation in the begi nning of October com ng
from Morocco and organi zed by the Anerican Enbassy,
and they canme here, and they explained exactly what
has been done in Mdrrocco on the environment issues.

And | think it was very useful, and I
think that today in Morocco we are abiding wth all of
the i nternational requirenents on the environnent, and
we are very nmuch concerned on that.

An FTAwith the United States will hel p us
to inprove that and to go forward with this concern

Thank you.

CHAI RPERSON SURO BREDI E:  Thank you very
much, M. Anbassador, for testifying and for answering
our questions.

AMBASSADOR MEKOQUAR:  Thank you for having
me. Thank you very nuch.

CHAlI RPERSON SURO- BREDI E: I|"'m sure it
won't be your last visit to USTR

AMBASSADOR MEKQUAR:  Excuse ne?

CHAI RPERSON SURO-BREDI E: | "' msure it will
not be your last visit to USTR

AVBASSADOR VEKOUAR: |I'msure it will not.
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(Laughter.)

AMBASSADOR MEKQUAR:  Thank you.

CHAI RPERSON SUROC- BREDI E:  Qur next wit ness
is Bill Reinsch, President of the National Foreign
Trade Council.

|"ve been waiting a lifetinme for this
nonent .

(Laughter.)

MR REI NSCH: | was going to say, |'ve
done this 53 tines before congressional conmttees.
This can't be worse than that.

CHAI RPERSON SURO- BREDI E: No, we've been

on the ot her side.

MR REI NSCH: No, | renenber that very
well. You have the advantage in contrast to sone of
the commttees |'ve appeared before in actually

knowi ng what you' re tal ki ng about, which | eads to both
i nformed questions and cl ose scrutiny of testinony.
CHAI RPERSON SURO- BREDI E: The floor is
yours, M. Reinsch.
MR. RElI NSCH: Thank you. Thank you,

Madame Chai r nan.
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It really is an honor and a pl easure for
me to appear before you for the first tinme, but |'1l]
hope also it's not the |ast.

I'"'m Bill Reinsch, President of the
Nat i onal Foreign Trade Council. The council's nenbers
are leading U S. conpanies actively trading and
i nvesting around the world.

We are al so a foundi ng nenber, along with
t he Busi ness Council for International Understandi ng,
of the U S.-Mrocco Coalition, a diverse group of U S.

corporations and associ ations supporting a bil ateral

free trade agreenent between the two nations. My
testinony today is on Dbehalf of al | t hree
organi zations, the <council, the BCU and the
coalition

We believe an FTA in Mirocco is in the
strong interest of the United States. It will lead to
the elimnation of bilateral tariff and non-tariff
barriers, boost bilateral and regional trade flows,
and stimulate economc growh and prosperity.

It will Iock in and advance naj or econom ¢

refornms i n Morocco, restore conpetitive advant age | ost
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by U S. exporters as a result of the U E -Mrocco
associ ation agreenent, and denonstrate renews U S
trade | eader shi p.

In strengthening U S. ties with a mjor
devel oping country and close ally conmtted to trade
liberalization and economc reform as fundanental
tenets of developnent, a U S -Mrocco FTA wll
denonstrate to other developing countries the
strategic i nportance and benefits of achieving a bold
agenda of nultilateral trade liberalization in the
WO Doha Round negoti ati ons.

Finally, pursuing a bilateral FTA
strengthens our trade relationship in the context of
our overall friendship and alliance with Morocco. It
fosters shared values and recognizes Morocco's
strategic contributions to overall U S. policy.

Let ne elaborate on these points, if |
may.

Tariff elimnation under an FTA woul d gi ve
U S. exporters significant tariff advantages over the
E.U., as well as other conpetitors. It will level the

playing field and increase market access for U S.
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goods and services to Morocco.

In addition to the tel econmuni cati ons and
tourism sectors, there are likely opportunities for
US firms inthe energy, transport, financial service
i nsurance, and environnental and water resources,
equi pnent and servi ces sectors.

Addi tionally, an FTA would provide
opportunities to strengthen intellectual property
rights protection and support the devel opnent of E-
conmer ce.

Commodities that would benefit from an
FTA, we believe, would include U S. wheat, feed
grai ns, soybeans, and soybean products. As Morocco
grows econom cally and devel ops the infrastructure to
handl e peri shabl e products, we would al so anticipate
expansion of U S. neat and processed food product
exports.

Morocco serves as an inportant regiona
headquarters on the continent gateway to North Afri ca.
A stronger Moroccan market for U. S. goods and services
strengthens our base in the region as a whole.

Si nce t he U. S. - Mbrocco trade and
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i nvestnent franmework agreenent was signed in 1995,
subst anti al progress has been nmade in trade
i beralization and econom c reformin Morocco. An FTA
wi th Morocco woul d provide a significant opportunity
to further these reforns and insure that they are
i npl enmented and not reversed.

Mor occo has undert aken significant
privatization and has i beralized its
t el ecomuni cations sector. It has al so established an
anbi tious plan to devel op the Mdroccan touri smsector
with the aid of outside investnent.

There al so have been inprovenents in the
transparency of the public procurenent process and in
t he devel opnent of a specialized commercial court
system

The proposed FTA woul d support Morocco's
comm tnent to transparency, openness, and the rul e of
law, and would include increased protection for
intell ectual property, including nore vigorous
enf or cenent agai nst pi racy of sof twar e and
counterfeiting of consuner goods.

We al so support specific provisions to
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encourage the devel opnent of E-comerce. A US. -
Morocco FTA wll lock in and advance inportant
econom ¢ reforns underway in Morocco. |n many cases,

it will provide the inpetus for fully inplenenting
reformlaws that are on the books.

For exanple, the FTAwould |likely provide
i ncreased opportunity to i nsure t he ful
i npl enent ati on of a new Mbroccan | aw al l ow ng for 100
percent foreign owership in the insurance sector.

| have to insert, of course, Mudane
Chai rman, acconplishing all of these objectives
depends on the civil negotiators and their ability to
produce an agreenent that goes down the road that
we're talking about. But | think in this case that's
certainly an achi evabl e goal.

Morocco has al ready begun inplenenting a
recently concluded agreenent with the E. U which
provides preferential tariff treatnent for E U
industrial exports to WMrocco, putting American
producers at a conpetitive disadvantage. A US. -
Morocco FTA will allow the U S to offset the E U

advantage in industrial goods and to conpete strongly
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against the E.U in agricultural exports which were
| argely excluded fromthe E. U agreenent.

It will deepen and expand bilatera
commercial ties beyond the current average | evel of a
bit less than $1 billion in two-way trade fl ows.

Furthernore, it will allow U S. conpani es
to capitalize on opportunities in Mdrocco that wll be
created as a result of the E. U agreenent, such as
supplying a likely energing assenbly and packagi ng
i ndustry in Mdrocco for goods destined for Europe.

W encourage the negotiations to | everage
u. S advantage in terns of the E. U -Mrocco
associ ation agreenent.

The Doha agenda of WO negoti ations has
revealed the inportance of constructive engagenent
wi th devel oping countries in crafting consensus over
trade |iberalizing neasures. The U.S.-Mrocco FTA
negotiations wll expand U. S. ties with an inportant
devel opi ng country that supports trade |iberalization
and economc reform at hone as key ingredients of
devel opnent .

This, in turn, will denonstrate to other
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devel opnent countries the strategic inportance and
benefits of noving forward with the new WO round of
trade talks. W |l ook to the Mdroccan governnment as a
progressi ve, devel oping country voice in support of a
successful conclusion to the Doha agenda of WO
multilateral trade |iberalization negotiations.

Mor occo has been, and we hope wi |l remain,
an inportant developing country role nodel on the
benefits of opening up its econony in rules based in
a transparent manner.

The agreenent will bet he first bilateral
free trade agreenent to be negotiated entirely under
the new trade pronotion authority. A well organized
and rapidly concluded negotiation will send a strong
signal to the world that the nonmentum for trade
liberalizationinthe United States has been retained.

Morocco is one of our strongest allies in
the war on terrorism and a noderate voice in the
Musl imworld. It hosts the | argest voice for Anerican
facility in the world, and at a tinme when many voi ces
inthe Arab and Musl i mworl ds are calling for boycotts

against the United States, Mdrocco i s seeking a cl oser
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econom c relationship with us.

Over the past two centuries, Mrocco has
proven its commtnent and friendship toward the United
States many tinmes, startingwithits first recognition
of the fledgling Arerican republic on Decenber 20th,
1777, as the Ambassador nentioned, and continuing
today wth its cooperation in tracking down and
arresting suspected nmenbers of terrorist cells.

An FTA would be the capstone on a
continuing nutual effort to bring the U S. and Mbrocco
econom cal ly cl oser together.

The U. S. and Morocco signed an open skies
agreenent in 2001, paving the way for closer
participation in air cargo links between the two
countries, and Anerican i nvestors continue to benefit
fromthe protections accorded under the U. S.-Mrocco
bilateral investnent treaty in effect since 1991.

I n concl usi on, the NFTC, the BCl U, and t he
menbers of the U S -Mroccan FTA Coalition believe
that the swift negotiation and conpletion of a U S. -
Morocco free trade agreenment is in the strong

interest, the strong national interest, of the United
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St at es.

Thank you for the opportunity to testify.
| want to nention that |'m acconpanied by Mary Iris,
the NFTC s Vice President for Trade and Project

Fi nance, who is here to answer all of the hard

guesti ons.

CHAI RPERSON SURO- BREDI E:  Not so fast.

MR. REINSCH. | know you've been waiting
for this.

CHAI RPERSON SURO- BREDI E: No, we're not
going to be cruel. Qur first question is fromthe
Treasury.

M5. RZEM EN: CGood afternoon, M. Reinsch
and Ms. Iris. 1'd like to ask you what your nenbers

currently see as being the bi ggest obstacles to doing
busi ness in Mrocco today.

MR.  REI NSCH: Well, first, we're stil
polling, and what | would like to be able to do at a
|ater point is provide you nore detailed information
as we get it.

But | think at this point the nost obvi ous

obstacle is higher tariffs and i n sonme cases just high
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tariffs, particularly vis-a-vis the EU. | think in
sone sectors -- and, in part, the answer depends on
the sector -- in sonme sectors, particularly services,
there are transparency rule of |aw issues. I think
sonme of the concerns are anticipatory in the sense
that we see the Mroccan governnment noving in the
right direction.

| mentioned at least one law in the
i nsurance area that we think is a very inportant step
forward. W always have a little bit of nervousness
about i npl enmentati on and nmaki ng sure t hat these things
actually are foll owed through on once they're witten
down and i npl enent ed.

And we t hi nk having a free trade agreenent
woul d not only provide an additional inpetus to that
further inplementation and the establishnment of
further rule of law principles, but also provide
mechani snms, nore effective nechanisns, for dealing
with failures to inplenent.

M5. RZEM EN.  Thank you.

CHAI RPERSON  SURO- BREDI E: The next

question fromthe Departnent of Commerce.

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

39

MR,  ROTH: I'd just like to have you
expand on that |ast part. How do you see an FTA with
Morocco el imnating some of these obstacl es?

MR REI NSCH: Vell, wth respect to
tariffs, we just want you to get rid of them

(Laughter.)

MR.  RElI NSCH: That's a matter for the
negoti ations. The NFTC has separately proposed a zero
tariff, tariff elimnation proposal for industrial or
non-agri cul tural goods, and we certai nly woul d support
efforts in this FTA sinply, you know, to get rid of
them and we urge the negotiators to do that.

Wth respect to the other issues, | think
al so, again, it's largely a question of negotiating.
W are confortable with the negotiating objectives
that were put into the TPA authority, and, you know,
we support your efforts to try to attain those.

In our conversations with the Moroccan
governnent and in listening to the anbassador today,
it doesn't seemto ne that there's going to be a | ot
of resistance on a nunber of these points.

Do you want to add anyt hi ng.
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M5. IRIS: | guess | would only add that
we |look forward to a nodel class agreenent being
negoti at ed.

CHAI RPERSON SURO- BREDI E:  That's the only
ki nd we do.

M5. IRIS: O course.

CHAI RPERSON SURO BREDI E:  Okay. The next
question is USTR s

MR. BIRDSEY: Your presentation and the
Anmbassador's, both noted the adverse consequences for
U S industrial exports after the E. U -Mrocco
arrangenent. Can you tell us what industry sectors
were nost keenly hit by this arrangenent?

MR, REI NSCH: Well, the Anbassador, |
think, is going to supply sone data on that. Do we
have any yet? Do you want to nention a particul ar
sector?

M5. IR S Well, no. I think just the
broad statistics really underscore the inportance of
moving forward to elimnate any disparity in our trade
rel ationships, particularly conpared to the European

Uni on. The Anbassador was very el oquent in expl ai ni ng
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the dramatic difference in our relationship
economcally. So there is a lot of roomfor growh,
and elimnating barriers to trade between our two
countries wll certainly go a long way in leveling
that playing field.

MR. REI NSCH: As we hear fromour nenbers,
we'd be glad to supply specifics. Let nme nake anot her
br oader point, too.

| think one of the issues here is that
this is a country that has historically been oriented
toward Europe and a nuch | arger share of their trade

has historically been wth Europe, particularly

France.

Clearly, | think that the E. U association
agr eement IS goi ng to further cenment t hat
relationship, if you wll, and that one of the nopst

conpel ling big picture or policy argunents for a U S. -
Morocco FTA is to try to -- is that in a nunber of
ways it will crack that cenent. It will create sone
opportunities for people to look at Anerica rather
than to | ook to Europe, which is the natural place for

themto look, and I think that will happen across the
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Boar d.

| think you'll see an agricultural inpact
as well. | think you see an adverse agricultural
i npact even now because the E. U is the historic
mar ket pl ace, and | think one of the things we want to
do here is to create institutional structures that
will encourage this country, but also the other
negoti ati ons, other countries to beginto | ook to the
United States and | ook across the ocean rather than
si nply nort hwar ds.

CHAI RPERSON SURO BREDI E: Do you have an
addi ti onal question by USTR?

M5. NOVELLI: Just followi ng up on what
you were just saying, one of the things that we're
trying to think through is assum ng that we get a very
high quality agreenent, what things do you see that
ei t her the governnent or you all would do to make then
a reality kind of the business-to-business contacts
and the, you know, investnment and sort of create what
you' re describing, which is the cracked cenent?

Are there things that you have in m nd or

that we should have in mnd when we're trying to
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t hi nk, you know sort of about the next step and howto
set that up?

MR, REI NSCH: Ah, you want us to actually
do sonet hi ng.

(Laughter.)

MR REI NSCH: Actually that's a very
i nportant question because the last thing that we're
interested in is having this thing sinply be a piece
of paper that goes on the books. The whol e point of
the exercise is to try to establish a meaningful
econom c relationship which will benefit both of us
and pronote growmh in both directions.

The first thing that we are doing, and
it's not prospective, is sinply the formation of the
coalition has a salutary effect because it allows us
to or helps us identify conpanies that either have a
present interest in Mdrocco or have a future interest
i n doi ng business in Mrocco, and through the network
of contacts that we have as part of the NFTC and our
nmore than 300 nenbers, we're in a position, and pl us
what the BCIU has, which is a different set of

menber shi p that does not entirely overlap with ours by
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any neans; we are collectively able to, you know,
bring the issue to the attention of our nenbers and
effectively sell therelationshipto the extent we can
and try to get our nenbers to look at it.

Wet her they join the coalition or not,
and it doesn't cost them anything to join the
coalition, but whether they do or not, either way they
have |ooked at the issue. They' ve thought about
Morocco, and one of the things that we will continue
to do, of course, as the negotiations go on is keep
t hem appri sed of the state of the negotiations to the
extent that you interface, and we want to have a two-
way flow of information there.

And after agreenent is reached, you know,
we W || do our part with our nmenbers to encourage t hem
to follow up on their interests through both trade
there and increasingly in the case of large Anerican
conpani es which are really our nenbers. Qur nenbers,
FTC s nenbers tend to be large, nultinational
conpani es.

Increasingly it's an i ssue of investnent,

and we will do our bit to encourage them to visit
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Morocco and pronote investnent there, and we'll be
working with the Anbassador and the Mroccan
government to that end.

As we discover things where we think the
American governnent could be helpful, and I'm very
famliar based on past experience wth what the
facilities inthe Cormmerce Departnent are with respect
to sone of these issues, export pronotion in
particul ar.

We' Il be back in touch with, you know, the
appropriate ones of you to ask you to hel p us.

MR. LEAHY: Car nen.

CHAI RPERSON SURO- BREDI E:  Yes. Dan Leahy
fromthe I TC

MR. LEAHY: So as not to be | ost down here
at the end of the table, | just wanted to seek a
clarification on the inpact of the E U. association
agr eenment. | think what 1've heard both the
Anbassador say and now you al so the principal inpact
at this point seens to be not necessarily a diversion
of trade, but rather an advantage, an enhancenent of

t he advantage that the Europeans already had in their
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trade wth Mrocco, and therefore, if we are
successful in this negotiation, you would be putting
Aneri can conpani es nore or | ess back on an even keel
in giving themthe opportunity to conpete.

s that --

MR. REINSCH. That was the point | nade,
and | agree with that. The diversion questionis, in
part, an enpirical one, although |'mnot sure how much
data there is. Wien was the E U association
agreenent produced?

MR, LEAHY: |It's probably not | ong enough
for us to have a lot of --

MR. REINSCH. Yeah, I'mnot sure there is
a lot of data, and | would sinply defer to the
Anbassador on what ever data that he or his governnent
has on that subject. W don't.

We'l|l continueto talk to our nenbers, but
| suspect what we wll get wll be anecdotal,
conpani es telling us about sonething that happened or
sonething they lost. As aresult, | don't think we'll
be able to provide you at this early stage wth

conpr ehensi ve nunbers.
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MR. LEAHY: Thank you.

CHAI RPERSON SURO BREDI E:  Thank you very
much, M. Reinsch

MR. REINSCH. A pl easure.

CHAI RPERSON SUROC- BREDI E:  Qur next wit ness
is David G Mengebier, or perhaps there's another
pronunci ation, which we will hear soon, Senior Vice
President, Public and Governnental Affairs, CMS Energy
Cor por ati on.

MR. MENGEBI ER.  Thank you.

It's Mengebier.

CHAI RPERSON  SURO- BREDI E: That's what
happens to French nanes.

MR. MENGEBI ER:  Bengebi er.

Madanme Chair and nenbers of the committee,
| want to thank you for the opportunity to testify on
behalf of CVMS Energy Corporation concerning the
proposed United States-Mrocco free trade agreenent.

By way of background, CM5is an integrated
energy conpany headquartered in Dearborn, M chigan,
wth operations in wutilities, pipelines, power

generation, and energy marketing. W have about 15
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percent of our assets in international markets. The
remai ni ng assets are here in North Anerica.

In Mrocco, CVMS operates and is a 50
percent owner of the Jorflas Far Power Pl ant |ocated
in the Province of El Jadida at the Port of Jorflas
Far . At 1,356 negawatts, and with a project val ue of
approximately $1.5 mllion, Jorflas Far is the | argest
i ndependent power project on the continent of Africa.
Jorflas Far supplies approximtely 65 percent of
Mor occo' s base | oad ener gy demand and approxi mately 35
percent of the country's total electricity supply.

The facility was conpleted and Unit 4
commenced conmerci al operations in February 2001. As
aresult of its investnent in Jorflas Far, CM5is the
| argest Anerican investor in Mdrocco. Wile we have
had energy infrastructure i nvestnents in as many as 22
countries at wvarious tinmes, we have found our
experience in Mdirocco to be anong t he best we have had
anywhere in the world

Morocco is a place that not only wel conmes
foreign investnent, but also works closely and

cooperatively with investors to insure that what
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happens in practice matches what was prom sed during
t he devel opnent of the project.

In other words, the investnent climate is
hospi tabl e and the operating environnent stable, and
wher e changes or adj ustnents have been required in the
| egal, regulatory, or policy reginme, they have been
devel oped in a cooperative and transparent nanner.

We, in turn, have tried to establish
ourselves as partners in Mrocco's growmh and
devel opnent. In practical ternms, this nmeans we have
gone above and beyond the requirenents of our
contracts in order to help strengthen the Mbroccan
econony through such actions as adjusting the
financial structure of the project to account for
fluctuations in currency rates, enabling the
rei nvestnment of significant resources into Mirocco's
econorny.

We al so have assisted in the devel opnent
of the Jorflas Far Industrial Park and the effort to
establish an area as a regi onal hub for manufacturing,
training, and exports.

| ndependent anal ysi s suggests t hat
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consunmati on of these efforts wll create nore than
$21 billion in econom c activity and create nore than
230,000 jobs in the next ten years.

W also have undertaken <charitable
contributions to educational, social and health
related causes, including substantial nulti-year
commtnment to the Morocco Ful bright Program

Let ne turn and talk a little bit about
how we see FTA inpacting our presence in Mrocco and
the country itself. [In our opinion, the proposed free
trade agreenent will do a great deal to pave the way
for expanded | evels of trade and investnment fromthe
United States, which will do nore than just sustain
j obs, pronote exports, and i ncrease revenues for U. S.
firms.

Based on our experience, we think the type
of investnent that will conme fromthe United States
will do a great deal to strengthen the Mroccan
econony and to help make a better I|ife for the
Mor occan peopl e.

It shoul d conme as no surprise to anyone to

say that |abor and environnental concerns have
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recently enmerged as anong the nobst controversial
consi derations of any trade debate. |f our experience
is any baroneter, however, the type of growh that
wi Il occur in Mrocco as a result of this treaty can
be managed in a way that mtigates these concerns.

On the environnental side, CMS has wor ked
closely with Mroccan authorities, our |enders, and
other affected parties to inplenent world class
standards on water quality and air em ssions. W have
worked hard to develop nmjor recycling prograns,
i ncl udi ng a successful effort to recycle 50 percent of
the fly ash from the plant for use in concrete
production, the remaining 50 percent of which is
deposited in a world class environnentally friendly
storage facility and could be recycled as well.

In addition, we have collaborated with
| ocal officials and institutions to inplenment strict
envi ronment al training, conpliance and reporting, and
to increase environnental nonitoring in the area, and
education at the local university.

As far as labor is concerned, the project

we are involved with is one that helps to neet the
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basic infrastructure requirements of the Moroccan
peopl e. So there is no concern that we are
transferring jobs that woul d ot herwi se be avail able to
US. citizens. OQur plant in Mrocco hel ps to sustain
j obs for our personnel in M chigan and el sewhere and
has created jobs and a market for the goods of our
U S. suppliers.

We have taken steps to insure that the
types of jobs we have created in Mrocco are paying
wel |, include rigorous training and education
progranms, and provide substantial benefits to our
Mor occan enpl oyees.

We are nore than pleased with the quality
of the personnel we have hired in Mrocco, and we
believe we have created a quality work force and an
excellent work environnment that can be sustained
t hrough the project.

Morocco  still has maj or remai ni ng
infrastructure requirenments. Accordingly, we believe
to the extent the FTA encourages simlar investnents
by other Anerican firns, these will accelerate the

sane trends in the | abor nmarket.
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Since the Jorflas Far project already is
conplete, the i nplenentation of the FTAw Il not quite
have the effect on CM5 Energy's investnent, as would
be the case if we were beginning to contenplate
construction.

The maj or equi pnment and conponents that
were used in the construction were brought in under an
exenption frominport duties that we arranged with the
Mor occan gover nnent, which expired i n Septenber 2002.
We're in the process of negotiating an extension of
that exenption up to the specified dollar anount,
whi ch equates to about five additional years.

VWiile we do not anticipate the FTA w |
have an inpact on our exenpt status, we want to be
certain that the negotiations and the text of the
agreenent itself do not damage our interests wth
respect to the exenption.

Apart from the conponents, parts and
equi pnent already in place, Jorflas Far inports a
significant anount of goods and services from Europe
and the United States on an annual basis. W estimate

that we will inport approximately $8 mllion from
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Europe and $2 mllion fromthe United States annually
to support our investnent.

Wiile the goods are covered under our
exenption, the services are not, and hence are subject
to as much as a 42 percent custons duty and a ten
percent w thhol di ng t ax.

We woul d, therefore, encourage that the
FTA include specific coverage of energy services and
technical consultations, including operations and
mai nt enance fromthe United States. W are still in
the process of studying our supply chain and
determ ning how nuch of our supply that currently
cones from Europe could be sourced instead fromthe
United States after the FTA takes effect.

That said, we are confident that tariff
reductions on the goods and services currently
supplied fromthe U S wll |ower our costs and w ||
make other U.S. goods and services that we currently
procure from Europe far nore conpetitive.

Thank you for your tinme and interest, and
"' m happy to answer your questions.

CHAI RPERSON SURO- BREDI E: t hank you very
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nmuch.

The first question by USTR

M5. NOVELLI: Thank you very nuch.

My question is you were saying that you
didn't think the FTA woul d have a big inpact on your
exi sting plant or at |east on the goods side, but nore
maybe on the services side. Wul dn't FTA have any
i npact on a decision, for exanple, if you wanted to
expand or use that as a launching pad to do other
things, either, you know, through the web of
rel ati onships that Morocco has with Europe or other
Arab countries?

MR, MENGEBI ER CM5 is not planning on
maki ng any new i nvestnents in Morocco. This doesn't
have anything to do with the successful relationship
and our operating experience there. It hasto dowth
the fact that we are enbarking on a new business
strategy, which is nore focused on our core utility
busi ness here in North Anmerica.

But | would say had we planned on
expanding Jorflas Far or nmaking other energy

infrastructure i nvestnents either in Mdrocco or inthe
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region, | think certainly the FTA wuld be a
significant incentive and enhance the conpetitiveness
of the devel opnent of these projects.

MS.  NOVELLI : Can | ask one other
gquestions?

CHAI RPERSON SURO- BREDI E: Yes.

M5. NOVELLI: | just had also a question
about environnent. You el aborated a great deal on all
of the things you' ve done. Coul d you conpare the
situation when you canme in to the situation currently
in ternms of environnent?

MR. MENGEBI ER: CMS Energy is the parent
of Consuners Energy Conpany, which is Mchigan's
| argest electric and gas utility. W've been in the
busi ness for nore than 100 years. A large part of our
power plant fleet is coal fired. So we have decades
of experience in air mssions, water quality, and the
di sposal particularly of fly ashes, which | refer to
in ny testinony.

VWat we were able to do when we cane to
Morocco was basically bring that experience and the

expertise that we |earned in operating power plants
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for years in Mchigan and build a world class fly ash
recycling center, and also as | nentioned, use 50
percent of the fly ash as an ingredient in aerated
cement .

So while | can't comment on the
environmental conditions before OCMS arrived 1in
Morocco, | would say that | think we did nmake a
substantial contribution both onthe water quality and
air em ssions issues because of the |ong experience
we've had with Cean Air, Cean Water Act conpli ance.

CHAI RPERSON  SURO- BREDI E: The next
question is by Departnent of State.

MS. HYLAND: Hi. You nentioned that you
currently inport significant goods and services from
the European Union, and this is a nultiple part
gquestion, but are there special benefits you receive
fromthe E. U that cause you to favor that?

And are transportation costs factoredinto
this?

And you' ve al ready said this, but it m ght
bear repeating, is what would you need from an FTA

with the U S. to help you direct nore of that towards
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the U S ?

MR. MENGEBI ER: | think one of the reasons
that we have a rather large disparity in the anmount of
goods and services we inport from Europe versus the
United States is because of the free trade agreenent
t hat the European Union has with Mdrocco, and it does
give their products and services -- their products --
excuse nme -- a conpetitive advantage in ternms  of
pricing over U S. goods and services.

So | think if we had a U. S.-Mrocco FTA,
then that disparity in the conpetitiveness of European
products over U. S. products woul d be elim nated.

And | was talking to our plant manager
yesterday about this issue, and he said they would
love to be able to take advantage of nore U S.
produced goods and services, but because of the
conpetitiveness issue, the advantage that the FTA
bet ween Eur ope and Morocco gi ves European goods, it's
difficult.

Nonet hel ess, sonetines we do hire U S.
contractors as consultants to provide various

technical engineering consulting services to the
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conpany sinply because those are the best to be had
around the worl d.

But the other question that you had was
how could FTA be structured to make these types of
t hi ngs nore conpetitive, and certainly the key for CV5
Energy and our investnent in Moroccois toinsure that
services are contenpl ated as part of the FDA

CHAlI RPERSON SURO- BREDI E: Depart nent of
Commer ce.

MR. ROTH: You mentioned sone of the
environnmental steps you' ve taken. Are there other
areas of law or regulation pertaining to CM
operations in Morocco that should be nodified to bring
theminto conformty withinternational normnms, whether
t hose be environnmental or not?

MR. MENGEBI ER:  Yeah, | know your question
is not limted to environnmental issues. | also
referred in ny testinony to, you know, various | abor
requi renents, and as | saidinny testinony, | believe
t hat our experience with Morocco's | abor | aws has been
very favorable. W found that the work force has been

really immanently experienced and trainable. Wen
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there needs to be training, we've had an excellent
operating record at Jorflas Far. The work force there
is extrenely conscientious.

And so | think fromthe | abor standpoi nt
it's been a very good experience as well. On the
environnental side, this project and every other
project that CVS builds conplies with all of the | ocal
host country's environnental |aws, as well as other
| aws that are on the books, including Wrld Bank air
and water requirenents.

So from our experience in the energy
sector in Mdrrocco, we haven't had any experience in
really those two major issues.

|'d be happy to provide sonme additional
information to this commttee about our experience
with other types of |laws and regul ations in Mrocco,
but those are the two that |'mparticularly aware of.

M5. NOVELLI : What about banking and
financing? Wen you were starting your project and
t he Anbassador was referring to sone changes that are
happeni ng now, have you experienced any issues there?

VR. VENGEBI ER: No. This was a
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conplicated agreenent when you have a one and a half
billion dollar energy infrastructure project, and part
of the plant was already built and was owned and
operated by Mrocco's utility. You can imagine the
conpl exity of the banking and the financing invol ved.
| believe there were over 20 banks around the world
that participated in the devel opnent of the project,
finance of this project.

And not being a project finance expert,
can't get into alot of detail about it other than to
say fromthe little |I know about it, | knowit was a
really inpressive job

Again, my just anecdotal experience is
that with respect to the invol venent of the governnent
of Morocco, ONE, the Mirroccan national utility, and
the banks that we dealt with, we didn't have any
difficulties in those areas.

MR,  LEAHY: Just one quick follow up
guestion on services. You were stressing how
inportant that would be in an agreenent. You
menti oned a 42 percent custons duty on services. How

does that work? 1|Is that on the val ue of the contract
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or --

MR.  MENGEBI ER Yeah, it's not just on
services. It's on products, too with respect to the
inportation of U S. made products. So it applies to
both products and services.

MR. LEAHY: So that reference was to the
product s.

MR. MENCGEBI ER: Ri ght, and services aren't
covered, as | wunderstand it, by the trade agreenent
bet ween Morocco and Europe. So on that side, then
there isn't any conparative advant age.

But we're talking, as | nentioned in ny
testi nony about technical engineering services, and |
have a whole list, | think, of the types of services
that we're talking about that we would |like to see
cont enpl at ed.

MR. LEAHY: Thank you.

CHAI RPERSON  SURO- BREDI E: I had an
addi tional question. | was wondering if it would be
possi bl e for your conpany to provide if you wish on a
business confidential basis an outline of the

exenption that you have with Mrocco so that we
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understand exactly its di nensions --

MR. MENGEBI ER.  Ckay.

CHAI RPERSON SURO- BREDI E:  -- since you're
cautioning that we should not have a problemwith it.

MR. MENGEBIER  Sure, and | think that I
appreciate that request from the commttee. And |
think we can probably provide the commttee that
i nformati on.

CHAI RPERSON SURO- BREDI E:  You can talk to
Goria Blue, and she will give you howto send it to
us.

Thank you. She's sitting right there.

MR. MENGEBI ER  Ckay.

CHAI RPERSON SURO- BREDI E:  Are there ot her
gquestions?

(No response.)

CHAI RPERSON SURO- BREDI E:  No? Then t hank
you very nuch.

M5. IRIS: Thank you very much.

MR. MENGEBI ER And | just want to say how
much | appreciate the opportunity to testify today and

al so the work that you've put in already and the work
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that's in front of you. As you can tell, CMS Energy
i s an unabashed fan of Morocco. It has had a very
positive experience there. So we're excited about
FTA.

W' ve beeninvolvedinalot of activities
to pronot e econom ¢ devel opnent and U. S. i nvestnent in
Morocco in the years that we've been there, and |

think FTAis going to make a substantial contribution

to that.

So thank you.

CHAI RPERSON SURO BREDI E:  Thank you very
nmuch.

Qur next witness is Laura Lane, Vice
President, International Public Policy, AOL Tine

War ner, Inc.

Vel conme back

M5. LANE: Thank you.

Madanme Chairman and nenbers of the
commttee, | want to thank you on behalf of AOL Tine
War ner for the opportunity to speak to you today about
t he proposed U. S.-Mrocco free trade agreenent.

On a very personal note | want to say how
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much AOL Tine Warner appreciates all that the U S
negoti ators are doing for our conpany and other U. S.
conpani es spanni ng the gl obe going from Si ngapore to
Chile, to CGeneva, to advance U. S. interests.

And we know that you're a small but m ghty
team but we really appreciate the dedication, the
commtnent, the hard work, and the fact that there's
al ways constant coordination wth conmpanies to make
sure that our interests are advanced, and our conpany
takes note and appreciates it.

AOL Time Warner is the world' s |eading
media and entertai nnent conpany. Qur busi nesses
i nclude interactive services, cables systens, filned
ent ert ai nment, tel evision networks, nmusi c, and
publ i shi ng. We're Warner Brothers. We' re \Warner
Musi c. W' re HBO We're CNN. We're Tinme-Life.
Those are just sone of the brands that represent the
i nterests of our conpany.

The ability of AOL Ti me Warner to advance
it s international business objectives depends on the
creation of a global, regional, and country specific

environnent that allows us to invest in, produce,
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distribute, and sell the content, technol ogies, and
services around the world.

And international trade negotiations are
an i nportant nmeans for creating that environnment. ACL
Time Warner strongly supports the negotiations with
Morocco and the ultimate creation of a U. S.-Mrocco
free trade agreenent.

On a very personal note, Mdrrocco is very
dear to our conpany. Sixty years later after the
maki ng of one of the biggest classics of all tine,

Casa Bl anca, there's a line fromthe novi e that says,

"This is the beginning of a beautiful friendship."
For us that friendship has been | ongstandi ng, and we
see the negotiation of a free trade agreenent just a
natural progression in that wonderful friendship.
Morocco i s a country that has been a great
supporter of our industry sector, especially in the
area of film production. Morocco's trade policies
have helped us to produce high quality novies in
Morocco and real |y shoul d serve as an exanpl e to ot her
countries' treatnment of the audiovisual sector. I n

this area as well as nore broadly, the U S. -Mrocco
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FTA can help set the standard for other countries to
follow regionally and within the WIO. And everyone
knows we need nore exanples |ike that.

More specifically, we believe that the
elimnation of tariffs and non-tariff barriers to
trade between U S. and Mrocco will be crucial to
obt ai ning the positive trade fl ows and stinul ating the
econom c growh and prosperity between both of our
econom es.

Equal Iy i nportant, an FTA between the U. S.
and Morocco wll really serve as an inportant exanple
to other developing countries, denonstrating that
commtnments to trade liberalization and internal
economc reform are key ingredients to achieving a
well functioning and nutually beneficial trade
relationship in what is becomng an increasingly
i nt er dependent and i nt erconnect ed envi ronnent ,
particularly in the nedia, AV, and tech sector.

Before | talk nore about the kinds of
commtnments that ACL Tinme Warner would like to see
incorporated into the framework of a U. S.-Mrocco free

trade agreenent, let ne briefly conmend Moroccoonits
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acconplishnents during the |ast few years.

Mor occo has made si gni fi cant progress sine
the signing of the U S -Mrocco trade and i nvest nent
framewor k agreenent in 1995. W believe the Miroccan
governnment's trade |iberalization and reformpolicies
have laid a solid foundati on on whi ch we can now bui |l d
to create the kind of framework we need to see in the
free trade agreenment we're here to discuss today.

For exanpl e, Morocco has taken the cruci al
steps of creating a transparent and well functioning
judicial system which is a prerequisite for any
conpany doi ng business around the world today.

ACL Time Warner, and | ' mcertain that many
of the colleagues of mne in this room woul d agree,
believe that FTAs between our two countries is a
| ogical progression from the U S -Mrocco TEFA
(phonetic) arrangenent that's governed our trading
relationship up until now.

And we hope that an FTAw |l solidify and
further Mrocco's reform efforts and continue to
foster the kind of close relationship we've devel oped

over the years with this inportant ally, friend, and,
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nmost inportantly, fan of the novie industry.

There are, however, problens in the area
of intellectual property right protectionthat needto
be addressed before concl udi ng any agreenent. Piracy
of American nusic in the Moroccan nmarket, for exanpl e,
is estimated at 95 percent, with the pirate market
being controlled by a small nunber of famlies or
or gani zati ons.

These maj or pi rates t oget her are
responsi bl e for the manufacturing and distribution by
our estimates of nore than 70 percent of the tota
market for pirated nusic in Mrocco. Strong
enforcenment action has to be taken inmmediately
against this ranpant illegal activity in order to
garner the support that this agreenent woul d deserve
from Congress because w thout that kind of political
support fromthe Ameri can busi ness community, we don't
see the agreenent being able to go forward.

Fully believing that Morocco will do al
it can to conbat the piracy and insure results, let nme
outline briefly the kinds of commtnents that AOL Ti nme

Warner would like to see incorporated in a Mrocco
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free trade agreenent.

As you all very well know, AOL Tine
War ner, |ike any other business, is heavily dependent
on a system that allows goods and services to nove
freely around the world. This holds true whether
we're on | ocation shooting a novie, which we're doing
ri ght now again in Mrocco, and consequently needi ng
to ship, you know, the expensive producti on equi pnent,
the props, the costunes, or we are actually selling,
you know, exported finished filnms or nusic ready for
t he enjoynent of |ocal consuners.

I n both scenarios, the goal at the end of
the day is the sane. That is to provide the consuners
with the high quality products that we're known for at
a conpetitive price. For us to be able to provide
those kinds or that kind of entertainment and those
ki nd of services, the novies, the nusic, the nagazi nes
or the interactive services, it's necessary that we
not be burdened by the additional costs inposed by
tariffs or other duties, or that our operations aren't
hi ndered by any anti-conpetitive and discrimnatory

practices in foreign markets.
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So specifically for goods, we ask Mdrocco
to nake zero tariff commtnents in the foll ow ng broad
categories. W need zero tariffs on the equi pnents
that we need to build our networks that allow for our
interactive services to run snoothly.

W also need it on the devices that
consuners depend on to access our services, on the
hand held devices, on the conputers, and as |
menti oned before, tariff free novenment of the
producti on equi pnent necessary to nmake our products,
such as recordi ng equi pnent and caneras or the props
and costunmes needed to tell the stories that we tell
t hrough our fil ns.

W need zero tariffs on filns, tapes
conpact disks, and other carrier nmedium on which we
record our content.

We al so ask that Morocco participate in
the information technol ogy agreenent.

Equally inportant is a commtnent that
custons val uati on be based on the val ue of the carrier
medium particularly for nedia products.

For services, we're asking that Morocco
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provide a fully and nondiscrimnatory market access
int he following areas that are inportant to a high
tech mul timedi a conpany |i ke ours: basic val ue added
t el ecommuni cati ons servi ces, conputer services, print
medi a and publishing services, film and honme video
ent ertai nment pronotion, production, distribution, and
advertising services, because all of these are
inportant to creating the kind of environnment in which
the novies, the nmusic, and the information and ki nds
of interactive services can flourish.

As the world's | eading nedi a conpany, we
al so need strong intellectual property protection
wor | dwi de. We believe that our consuners denmand the

conpelling content, be it Harry Potter or an

i nteractive textbook. Good content fuels the creation
of a new distribution business, and the i nnovation of
new products and equi pnent.

And the continued availability of high
quality content depends in this digital age on the
ability to protect that content from piracy both on
line and off line. So we really urge Morocco to join

in making the kind of high class conmtnents that
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we' ve seen ot hers maki ng now, conmtnents in the area
of intellectual property right protection that go
beyond TRI PS (phonetic).

You know, the TRI PS agreenent provisions
wer e based on technology in place in the early 1990s.
The world has noved on, and so we really need
commtnments that include, you know, copyri ght
protection, for exanple, consistent wth US.
standards and international trends.

We al so want to see them make conm tnents
that fully inplement and extend the protection
provided in the WPO Internet treaties, including
effective prohibitions on the «circunvention of
t echnol ogi cal production neasures.

We al so want to see themnake conm tnents
on limtations on ISP liability for copyright
i nfringenment consistent with what we've got here in
the US wth the Digital MIIennium Copyright Act.

And we need them to make commtnents to
effectively enforce those inproved substantive
standard of protection through quick and decisive

action by enforcement authorities and wth strong
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remedies and deterrent penalties inposed by the
judicial branch in practice.

Gven that we're noving into a digital
age, we al so urge Morocco to take on commtnents |ike
t hose under di scussion with Singapore and Chil e where
we commend the U. S. governnent for the really high
standard comm tnments that were seen com ng out of the
particul arly si ngapore negoti ati ons on
t el ecommuni cations, electronic commerce, and digital
product s.

I n summary, the negotiations with Mrocco
represent an incredibly val uabl e opportunity for both
our countries to achieve a high standard free trade
agreenent that includes commtnents for the 21st
Century.

| really appreciate the tine that you' ve
given us to be able to tal k about the value that this
agreenent holds for the United States and Morocco, and
| look forward to taking any questions.

CHAI RPERSON SURO BREDI E:  Thank you very
nmuch.

Qur first question wll be by the

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

75

Department of Agriculture.

MR. MEYER  You picked --

M5. LANE: Wow, Agriculture. this is a
mar ket segnent | didn't know we had in this.

MR, MEYER Wll, we have to listen to
vi deos, watch videos and listen to tapes as well.

You pegged piracy of nmusic, | guess, CDs
and tapes at 95 percent. Could you speak to the
quality of those pirated products? Are they digital
or how does that work?

MS. LANE: VWat we see is very high
quality products being made in that market, and it's
because of those high piracy |levels that we are often
reluctant to go into the market and provide nore of
our product because we're concerned about not being
able to protect, you know, the investnent that we' ve
made i n devel opi ng our own content.

And so we really need to work in
partnership with the government to be able to crack
dowmn on what is, like | said, very high quality
product being made. So that we can go in and work in

partnership with local conpanies to distribute the
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| egitimate product because the piracy takes its toll
on, you know, what we're willing to do as far as
further investnents.

It also takes its toll on our ability to
be able to provide consuners not just in Mrocco, but
around the world with access to products at |ow cost
because whenever our products are pirated, that adds
to our cost overall. And so we really need to see
that kind of cooperative partnership wth the
governnent to crack down on the piracy so that we can
be encouraged to invest and obviously provide
consuners wth |low cost products that they seek to
nmeet the consunmer demand, which we recognize now is
being met by high quality pirated goods.

CHAI RPERSON SURO- BREDI E:  Treasury.

M5. RZEM EN: Do you foresee the need for
speci al legislative fixes beyond WPO i npl ement ati on,
such as optical disk licensing |aws, for exanple, to
deal with the piracy problem or is enforcenent of
exi sting laws the weak point in Mrocco?

MS. LANE: Let ne take it froma coupl e of

di fferent perspectives. ACOL Time Warner's perspective
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on a |l ot of the negotiations that are underway, we see
themas opportunities to create strong allies for very
hi gh | evel s of protection that go beyond the m ni nuns
that have been set in the WO and from our
perspective, we see it very val uabl e to achi eve | evel s
of commtnents that go beyond the TRI PS agreenent.

And so to the extent that there are ways
to achieve those higher levels of commtnents, we
would like to work through the course of the
negotiations to solidify those in an agreenent that
then can be, in turn, used as building blocks within
ot her regi onal negotiating context or even within the
WO at a |ater date.

So from that perspective, we have been
obvi ously working very closely with negotiators inthe
context of the Singapore negotiations and the Chile
negotiations to build in the additional protections,
and we would welcone, you know, working with the
Moroccan government on the possibility of creating
t hose hi gher standard comm tnents, particularly inthe
area of optical disk protections.

We are obviously working on a conpany
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specific basis with countries around the world to work
with themto hel p, you know, develop the | aws and set
up the legal frameworks, as well as the enforcenent
mechani snms t o address those ki nds of piracy probl ens.

To the extent that those kinds of
disciplines can be incorporated into free trade
agreenents, we'd whol eheartedly support them

M5. RZEM EN:. Carnen, can | have a fol | ow
up?

CHAI RPERSON SURO- BREDI E:  Yes.

MS. RZEM EN You nentioned in your
testinony that in the area of custons val uation that
t he val ue shoul d be based on the carrier nmedi um

MS. LANE: Un- huh.

M5. RZEM EN. Coul d you expl ai n what t hat
means in layman's terns?

M5. LANE: Yeah. W have a lot of
probl ens around t he worl d, and wi t hout nam ng specific
countries, which | could do, but the subject is
Morocco here; we have problens where whenever we
produce a novie or nusic, we have masters that we

then, in turn, want to ship into a country nd then
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duplicate to neet | ocal demand. It's a |lot nore cost
effective to do things that way, and it also
contributes to devel oping the distribution networks in
that country.

A lot of tinmes many countries around the
world, the United States, the European Union, and a
nunmber of countries all do it the sane way. They say
the val ue of that naster being brought in is based on
the value of the CD or whatever the nedium is that
carries that content.

And it's not based on the projected
royalties from you know, the Harry Potter that's the
content stored on it because when custons valuationis
based on projected royalties, you can guess that
oftentimes you are faced with custons officials who
have very subjective interpretations about what the
proj ected value of that novie is.

And of course, we |ove the success of

movies like Harry Potter, but wouldn't want to be

payi ng custons duties on the basis of projects that we
don't know yet and obviously would liketolimt it to

the value of the carrier nedi um
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A nunber of countries already do this.
W'd like to see Mdrocco join in and becone a good
exanple for others to do it the sane way, and so we
see this as an inportant precedent that we hope can
be, in turn, incorporated into the Free Trade
Agreenent of the Anericas, incorporated in, you know,
significant disciplines wwthin the WO

M5. RZEM EN.  Thank you.

M5. LANE: And we think Mrocco can do
t hat .

M5. RZEM EN.  Thank you.

CHAI RPERSON SURO- BREDI E:  USTR

MVR. Bl RDSEY: You nentioned that
specifically the piracy of Anmerican nusic products.
To what extent is filmand software piracy a probl en?

M5. LANE: | can't speak to the software
pi racy only because we give our software away free to
ACL nenbers, but as far as the novie products, | can
speak for AOL Tinme Warner. W have very limted
distribution. | think it is a function of the fact
that it is such a high pirate market.

| f you can produce high quality nusic CDs,
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you can produce high quality novie DVDs or CDs, and so
there is limted distribution there, and we didn't
have nunbers avail able. The Mdtion Picture
Association of America has piracy units around the
world to tabulate those figures, and they weren't
readi ly avail abl e.

We know though that in the cal cul ations
about how much product we're going to ship into any
gi ven market we do | ook at sone of the piracy trends,
and it does affect our decisions on how much product
we're going to distribute and what kind of |icensing
agreenents we're going to do with | ocal partners.

But as | said, we think Morocco, just like
Jordan, has it in it to strengthen its enforcenent
mechani sms and to strengthen its |laws, and has, we
bel i eve, the governnent commtnent to do that that we
think could really set a nodel for others in the
region, just like Jordan did, for exanple, in the
M ddl e East when it really strengthened its copyri ght
and patent protection | aws.

W'd |like to see Morocco serve that sane

role anong its regional partners and denonstrate that
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if you provide strong intellectual property right
protection, you know, growt h, i nvest nent and i ncr eased
mar ket opportunities will follow

M5. NOVELLI: Just followi ng up on that,
Laura, if you could say, you know, what are the
i nportant things that you all would | ook at in seeing
Morocco an attractive place to do business in? How
could we -- | nean, you've outlined the things, you
know, services, conmmtments in FTA, and IP, but |
mean, are there any environnent -- "environnment," |
don't nean that in the classic sense, but sort of the
anbi ance -- that we could inprove either through
techni cal assistance associated wth the FTA or
obligations in the FTA?

M5. LANE: Just to restate sone of the
things | said in here, | mean, Mirocco is one of the
nost beautiful countries. Directors and producers
choose Morocco for a lot of the locations for our
filmng because of the incredibly beautiful scenery,
but it's nore than just that.

W don't just, you know, shoot filns in

beauti ful |ocations. W go to places where the
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i nvestnment environnment is a positive one, where the
government works with us to address the needs of
putting on a big filmproduction, for exanple.

And so from that perspective, they're
already created an environnment that welconmes our
investnment, that really facilitates the novenent of
our people. You know, we have to nove people in and
out for the production of sonme of these fil ns.

Allows for the quick novenent of goods,
which is inportant in the making of a film but
translates into al nost any other, you know, service
sector for the distribution of goods.

Wth that said, sone of the other areas
where, you know, in other areas where we would, |
t hi nk, 1 ook favorably on pursuing investnments in any
country, where |like Mrocco, for exanple, has nade
tremendous strides in the area of tel ecommunications
liberalization; in this kind of service sectors,
highly regulated service sectors, it's really
inportant to provide the technical assistance to
insure that the regulatory structures are in place to

pronote an open and conpetitive tel econmunications
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sector because fromthe perspective of our interactive
services, like AOL, we fact a lot of barriers in
mar ket s around t he worl d because the regul ators, maybe
they've cleaned the market up, but the regulators
aren't capable of insuring that that open access is
one that allows for true conpetition

And so given the, you know, very forward
| ooking policies that I know the Modroccan gover nnent
has adopted wth respect to teleconmunications
i beralizations, | know that there would be value in
providing technical assistance wth respect to
insuring a conpetitive regulatory environment for
val ue added t el econmuni cati ons services, for exanple.

Inthe area of intellectual property right
protection, it's not just inportant to get the |aws
right, but it's also inportant to help train the
judges or the police forces in countries so that they
may have the power on the books to do things, but they
really need to know how to identify what a pirated
product |ooks like, how to build the cases so that
they can take themto the courts and use the | aws and

so strengt hened, you know, technical assistanceinthe
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area of processing and adjudicating cases involving
piracy, | think, wuld be very valuable and
particularly in a country |like Mrocco that has such
hi gh piracy |evels.

The governnent has the comm tnent to act,
but it mght need the resources and the technical
assi stance to be able to foll owthrough on comm t nents
to inprove the situation.

CHAI RPERSON SURO BREDI E:  Thank you very
nmuch.

M5. LANE: Thanks.

CHAI RPERSON SURO- BREDI E:  Qur next Wit ness
is Susan Kling Finston, Associate Vice President,
Intell ectual Property and M ddl e East Affairs wth the
Phar maceuti cal Research and Manuf act urers Associ ati on.

Wl cone.

M5. FINSTON: Thank you.

Good afternoon. PhRMA represents nearly
100 of Anerica's | eadi ng research based pharnaceuti cal
and bi ot echnol ogy conpanies. This year al one PhRVA
menbers will invest nore than $30 billion in research

worldwide to develop and bring to market new
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medi ci nes.

In the last four or five years, PhRVA
nmenbers have al ready devoted nore than $2 billion in
medicines as well as technical support to conbat
H V/ Al DS, mal ari a, tubercul osi s, and ot her di seases of
the devel oping world. Strong protection of our
intellectual property nmakes this possible.

| appreciate the opportunity to appear
before the Trade Policy Staff Commttee to di scuss the
proposed U.S.-Mrocco free trade agreenent. PhRVA
menbers are al so active participants and i nvestors in
Morocco. Qur conpani es bring innovative, cutting edge
products to Moroccan physicians to inprove the quality
of health for patients in Mrocco.

When our conpanies introduce these
products, we also train |ocal personnel both for
manuf act uri ng excellence and to insure that accurate
scientific information is brought to the nedical
comunity.

I n addi ti on, our nmenbers active in Mdrocco
| icense valuable proprietary technology to Mroccan

phar maceuti cal conpani es. Directly as a result of
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t hese | i censing agreenents, Mor occo' s | oca
pharmaceutical industry is robust with approximately
50 | ocal conpani es.

The Mor occan phar maceuti cal market in 2001
was val ued at approximately $450 mlli on.

As those speaking before ne, PhRVA
strongly supports the negotiation of the free trade
agreenent with Morocco. We believe this wll bring
mut ual benefits both to Mrocco and to the United
St at es. W're pleased to take this opportunity to
di scuss a few key issues that will be critical to our

industry in the context of this negotiation.

Qur priorities i ncl ude effective
intell ectual property protection for pat ent ed
phar maceut i cal products and t he undi scl osed

proprietary information associated with applications
for their marketing approval, as well as |oca
manuf acturing requi renents that are i nconsistent with
both intellectual property obligations in the WO and
al so represent an onerous industrial policy that is
intended to increase investnent in Mrocco, but

actual ly does not do so, and finally, | ocal ownership
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requi renents that are unique to the pharnmaceutica
i ndustry in Mrocco.

My statenent today |I'd |ike to enphasize
isn't really a conprehensive summary, but is intended
nmore as a snapshot of our interest, and we wll
provi de conprehensive coments that include sone
smal l er issues like custons or other tariff issues
separately. | just wanted to highlight key concerns
today for the benefit of the commttee.

In terns of intellectual property, while
we appl aud the passage of TRIPS | egislation neant to
meet Morocco's obligations under the WIQ, we still
await its inplenentation. Wien it is inplenented, we
believe it wll provide effective protection for
pat ent ed pharnmaceutical products.

But two years after its passage in March
of 2000, we still await inplenenting |egislation.
When our peopl e ask in Morocco, we're told, "Any tine,
any time," whichis better than, "Next year," whichis
what we heard in previous years, but any tinme hasn't
conme yet.

And so we have a situation where sim|lar
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tothe free trade agreenent being negotiated in Chile,
we have a partner that hasn't yet nmet their basic
TRI PS obligations, and we hope that is.

In other cases we had a little bit of this
wi th Jordan follow ng through on its WO obl i gati ons.
W see it with Chile. W hope that the U S. wll seek
t he publication of the inplenenting regulations that
we understand is in close to final formactually as a
precondition of the FTA so that the patent |aw can
enter into force and the Mroccan Patent O fice can
start issuing patents for pharnmaceutical products, and
that this should happen obviously during the
negotiation of the FTA or as a precondition, as
opposed to as a deliverable.

W shouldn't have to pay twice for
sonet hi ng that they al ready were obligated to do under
the WO,

In addition, there is no date exclusivity
in Morocco. That neans there's no effective
protection for the comercially valuable proprietary
undi scl osed information that's required as a condition

for seeking marketing approval in Morocco.
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Protection for patents recognizes the
value of the invention. It's part of the socia
contract that inventors wll disclose the actual
invention and they get a patent.

The considerable effort that research
based pharnmaceuti cal conpani es undertake to actually
conme up with a product is what's put before regul atory
authorities. That's to gain marketing registration of
the actual product, and that's recognized under
Article 39.3 of the TRIPS agreenent. And that's
footnoted in our testinony.

What are we asking for in Mdrocco? Data
exclusivity safeguards the commercially val uabl e and
confidential datain the clinical dossier submtted by
i nnovative firnms to health regul atory agenci es. It
insures the information provided will not be discl osed
to the public or other manufacturers wthout
saf eqguards and wil|l not be relied upon either directly
or indirectly by Mnistry of Health officials for a
[imted period of tine.

This protectionis providedinrecognition

of the investnment of hundreds of mllions of dollars
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made in expensive and time consum ng preclinical and
clinical trials, and that actually constitutes the
majority of the $800 million that Tufts University
docunents as now needed to bring a successful product
to market.

As a devel opi ng country, everyone agrees
t hat Morocco had until January 1st, 2000 to i npl enent
Article 39.3 of the TRIPS agreenent, but to date
Morocco does not provide protection for undiscl osed
dat a.

| amfam |iar that the government has nmade
sonme clains that there are other provisions for Trade
Secrets or Oficial Secrets Act that provide this kind
of protection, but we do not believe this is so.
We've seen this also in other countries, and in the
end there really does need to be a purpose built 39.3
protection because it's different than an official
trade secret. It's actually to prevent the unfair
commerci al benefit to a second conpany fromridi ng on
the coattails of data.

It al so serves an inportant public health

need t hat actual Under Secretary Larson highlightedin
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a speech in India a couple of weeks ago, and having
heard himsay that, | think it's worth repeating.

| f another conpany is riding on the
coattails of our data, that means they're not clearly
provi ng bioequival ence and bioavailability. That
means the drug may not have the right quantity or it
m ght not dissolve in the body in the right way. And
so there are inportant public health reasons to i nsure
that all conpanies are providing full clinical data
for the products that they are submtting at | east
during the initial period of marketing when you m ght
want to have, say, a post surveillance requirenent the
way that Taiwan has to insure that a product is
manuf actured safely into the full specifications of
what the patient needs.

So we al so seek in the case of undi scl osed
information that the U S. governnent receive an
assurance from Mrocco that Mrocco wll inplenent
effective protection as required by TRIPS Article
39.3, again, as part of the pre-negotiation process if
we can say of the FTA, and again, not to pay tw ce for

sonething that they're obligated to do as part of the
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FTA.

This would help clarify applicable rules
for the benefit of all parties: the research based
i ndustry, the local generic manufacturers, and the
Mnistry of Health

And what has happened, what's interesting
to me to see, an evolution. A nunber of people have
brought up the Jordan FTA. Wat's interesting is that
the Mnistry of Health in Jordan, which has just
explicated and rei nforced data exclusivity, has shown
that the | ocal conpani es want the products regi stered
qui ckly. They want the data exclusivity period to
start and then it ends, and then they can cone on the
mar ket .

So it really is for the benefit of all
concer ned.

In addition, we seek a few other
clarifications in the intellectual property reginme
along the lines of those obtained in the U S. -Jordan
free trade agreenent, the recently announced U.S. -
Si ngapore FTA, and the upcom ng Chile FTA, and we'll

reflect this in our formal witten coments.
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Qutside of theintellectual property area,
we have two problens that are a little bit unusual in
Morocco, and we think that they are a little bit
ar cane. They reflect industrial policies that are
really out of date and that a nunber of conpani es even
anong t he | ocal conpani es in Morocco woul d wel cone t he
FTA as an opportunity to address them

The first is a local manufacturing site
requi renent. To becone a pharnmaceutical conpany in
Mor occo, a PhRVA nenber nust build a |oca
manufacturing plant, and that's regardl ess of any
other realities in the situation.

So, for exanple, if you can manufacture a
year's supply of a product in one nonth, you stil
have to produce a plant.

They want bricks and nortar investnent,
but actually there's so much over capacity right now
that the investnment doesn't make any sense in bricks
and nortar, especially when you consider the
investnment our conpanies nmake in the hiring and
training of nedical representatives and other high

qual ity pr of essi onal s, upgr adi ng skills of
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pharmaci sts, training doctors and nurses in new
t echnol ogi es.

These are real investnents and real
technol ogy transfer that Mdrocco shoul d consider on a
par with bricks and nortar. In addition, we
understand that the capacity right nowis only at 30
or 40 percent for the facilities they have. So it
absol utel y nakes no sense to require as a condition of
a pharmaceuti cal conpany's operations that there be a
bricks and nortar facility.

So we would request that USTR seek
agreenent of the governnment in Mdrocco to anend the
| aw of 1960 and al |l ow foreign conpanies -- oh, wait a
second -- right, to allowfull ownership regardl ess of
capital structure and | ocal manufacturing.

O her countries like Jordan have shown
there are other and better ways to create a strong
phar maceuti cal i ndustry and i nsure t hat pharmaceuti cal
products are safely manufactured and narketed in the
best interest of the conpany.

A second condition is the requirenent the

majority interest to the conpany has to be owned by a
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pharmacist. And this isn't just a problemfor PhRVA
menbers because actually a |l ot of conpani es i n Morocco
m ght not have a pharmacist. The idea goes back to
the idea that if you're a pharmaceutical conpany,
therefore, you' re a pharnmacist, and it goes down to
the idea of conmpounding; that pharmacists are
conpounding in their offices.

wll, this goes back 100 years, and
obviously very few pharmacists in the US are
conpoundi ng.

This also exacerbates the previous
negati ve i npact of a requirenent in bricks and nortar.
So under Moroccan | aw 159367 of February 19th, 1960,
only conpanies controlled and mgjority owned by
i ndi vi dual pharmaci sts, and half of these pharmacists
have to be or Mroccan pharmacists on top of it, can
be |licensed to be a pharnaceuti cal conpany i n Morocco.
If you fail to neet this criteria, you cannot
manuf acture, inport, and market, and you also can't
have any official contacts wwth Mnistry of Health
officials, which neans it's essentially inpossible to

operate in Mrocco.
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As aresult of this, any Ameri can conpany
has to either transfer 51 percent of its |ocal
investnment to individual pharmacists and then the
| ocal conpany enjoys the ownership rights, and they're
considered to be the owner of it, or else they have to
have a |ocal pharmacist as the owner in sone other
way .

Even local conpanies don't Ilike this
because if the patriarch or the matriarch of the
conpany was a |ocal pharmacist but their children
aren't, it nmeans that they cannot control the conpany
in future years.

It also neans that Mdroccan conpanies
can't expand by seeking outside investnent because
t hey have to keep the 51 percent in control of [|ocal
pharmaci sts. So this is something that would be to
the benefit of both | ocal conpani es in Mdrocco and our
conpani es.

As | said, it's a kind of unusual
si tuation. It's a little bit arcane, and it's
sonething that we would take the opportunity of the

FTA to address.
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So accordi ngly, we request that USTR seek
Morocco's agreenent to amend the definition of a
phar maceutical conpany in the law of 1960 to
noderni ze the Mdroccan |egal environment for the
benefit of both |ocal conpanies wll be able to
attract nore capital investnent, to be able to expand
our own operations and allow us to maintain ownership
of our own products in Mrocco.

In closing, there's been a lot of
di scussion of Jordan, and it is interesting. 1In 1999,
we had sonme simlar issues in Jordan. Unlike Jordan,
there is no strong donestic Mroccan | obby fighting
agai nst aid exclusivity and fighting against
i npl enentation of the rules.

W think it's nore a situation of just
needi ng to nove things along, but | would |like to say
that in 1999, Jordani an i ndustry exported $150 nmillion
of their copy products. They were very concerned
about maintaining that, and they were very concerned
that comng into WIO standards and later TRIPS |aw
standards woul d hurt that.

|"'m pleased to say that in 2001 |oca
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Jordani an conpanies increased their exports by 25
percent over 1999 l|evels to 200 mllion, and we're
convi nced that just as we had i nfl ow of PhRVA nenbers
i ncrease technology transfer, clinical trials and a
ot of other activities, we see Mrocco as the
regi onal base for this sane devel opnent in the Magrev,
and we believe that our conpanies wll just as mnuch
strongly support this as we have continued to support
economc reform in Jordan that has brought public
health gains to Jordanian patients and benefits
t hroughout the world as Jordani an conpani es now are
i nvolved in devel opnent of new products, innovative
products, and no longer just the sale of generic
product s.

Thank you, again, for your tine today.
'l be happy to answer any questions.

CHAI RPERSON  SURO- BREDI E: The first
gquestion by USTR, pl ease.

MS. NOVELLI: Yes, Susan. Thank you very
much for that conprehensive testinony, and | just
wanted to ask you a followup on what you were just

saying at the very end.
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What's the nature of the current, you
know, structure of the pharmaceutical industry in
Morocco and assumng that all of these high quality
t hi ngs are made and we can negoti ate an end to sone of
t hese unusual requirenents? Wat do you foresee as,
you know, the U S phar maceuti cal i ndustry's
i nvol venent then in Mrocco?

M5. FI NSTON: A few of our nenber
conpanies -- and | can gather specifics after | get
their permssion to give out information that they may
consider proprietary -- have already expressed an
interest for greater investnent in Morocco. They
really are hobbled by this 51 percent requirenent and
by the bricks and nortar requirenent.

| believe that we have probably up to
three or four of our larger conpanies that are
interested in greatly expanding their operations in
Morocco, and to get nore specific, again, I'd have to
get their perm ssion.

But we, for exanple, are nowformng a new
| ocal Anerican work group. It's being based in

Morocco in light of the interest of our conpanies in
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Mor occo.

You know we placed our regi onal
representative in Jordan and that signaled, in our
view, Jordan's conmtnent to reforns and our need to
expand operations there.

As a result, we now have nmany nore
conpani es operating there. Two of our conpanies,
Aventis and Novardi s, now have offices in Jordan of 25
or 30 people, which three years ago woul d have been
i npossi bl e to inmagine.

Lilly just opened up a regional office in
Jordan. W see Mobrocco as having a sim |l ar potenti al,
but obviously the conbination of this pharmacist
requi renent and the bricks and nortar and 51 percent
owner ship requi renents have made it very difficult for
our companies to feel as at hone in Mdrrocco as they
feel on Jordan.

M5. NOVELLI : And do you have any
informati on on what the current, you know, situation
is there now? Are there a |ot of Mroccan
phar maceuti cal conpanies? Are there a few? You know.

M5. FI NSTON: There are 50 Mroccan
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phar maceuti cal conpani es, but of course, al |
phar maceuti cal conpani es are Mdiroccan pharnaceuti ca
conpani es.

MS. NOVELLI: Right.

MS. FI NSTON: A nunber of them are
actual ly producing for our nenbers and are produci ng
products that although technically | ocal products are
our products, so there are 50. As | stated, the val ue
of the market | ast year was 450 mllion. The val ue of
the Israel market is only 600 mllion. So it's
actually quite a good sized narket.

The value is good. It is a country that
believes in rule of |aw It's a country where our
conpani es are happy to do business as well as they
can, but we believe that there's a nuch greater
potenti al .

CHAI RPERSON  SURO- BREDI E: W have an
addi ti onal questions by USTR?

MR. BELL: Yes. In ternms of that market
in US. exports. are there so-called innovative drugs
that are being sold into Mdorocco or are they generic

product s?
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M5. FINSTON: We don't have a problemvery
much i n Morocco with copy products. So we are able to
sell our innovative products.

MR. BELL: Thank you.

CHAI RPERSON SURO- BREDI E:  Yes, of course.

M5. HYLAND: You' ve tal ked a | ot about the
ownership requirenents that are peculiar to the
phar maceuti cal i ndustry, and | understand that there's
a new | aw bei ng pronul gated that would address a | ot
of those issues. Are you famliar with this | aw?

And if you are, does it address all of
your concerns?

MS. FI NSTON: ["'mnot famliar with the
specifics of the new law, although we've also when
we' ve rai sed questions about it been told there are
t hi ngs happeni ng, and sonetines the progress is nore
oral than witten

| would want to go back and see where it
is. |If they are addressing it, that's great. As of
a few weeks ago, | wasn't aware of anything. So I'll
have to go back and take a | ook at that.

M5. HYLAND: Ckay. Because we'd be
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interested in your assessnent of the |aw

CHAI RPERSON SURO- BREDI E: Once you did
that, could you send your assessnent to the panel, to
Goria Blue? And you can do that whichever way you' d
like. If you want to make it business confidential,
it's fine with us.

M5. FINSTON: Ckay.

CHAI RPERSON SURO- BREDI E:  gbl ue@str. gov.

Anot her question by USTR

MR. Bl RDSEY: You had nentioned the del ay
in the patent law s inplenentation causing obvious
pr obl ens. What in your view is the reason for the
delay in getting the i npl enenting regul ati ons done and
ot her than t he obvi ous uncertainty created wi thout the
patent protection? Wat other difficulties are your
menbers finding in a Mbrocco related to | ack of patent
protection?

M5. FINSTON: A nunber of countries don't
have a functioning mail box. The mail box system under
the TRIPS agreenent has turned out to be a |lot nore
obscure than I think was intended. |'mnot sure if

it's functioning in Mrocco.
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| f it's functioning, ultimately we
woul dn't have any probl emexcept di sconti nui ng del ay,
but if it's not a well functioning nailbox system
then we are losing out on the ability to patent our
pr oduct s.

In addition, | think no matter how good a
conpany finds a commercial environnent generally, if
there isn't patent protection, it certainly places a
[imt on what you're going to |launch and when you're
going to launch it, and we just need this uncertainty
to be addressed.

And in ternms of why, there isn't a strong
| obby agai nst patent protection in Mdrocco of which |
am awar e. So | think it's nore a question of
bureaucratic del ay, and we have been aski ng about it,
but obviously it would be very helpful if they are
pressed on this as part of the FTA process.

CHAI RPERSON SURO- BREDI E: The Conmerce
Depart nent .

MR. ROTH: | have two questions. The
first is: what do you think is causing the delay for

Morocco to i nplenment 39.3 of TRIPS?
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And t he second question i s your experience
wth admnistrative health in Mrocco. Have they
relied on proprietary and undisclosed data for the
regi stration of copies?

MS. FI NSTON: | think that the delay is
simlar to the delay in the inplenentation of the
patent |aws, a question of people not necessarily
havi ng experti se.

The other interesting thing about this is
that it's a Mnistry of Health requirenment, and for
nost industrial property protection, it isn't falling
on the Mnistry of Health.

Laura was tal ki ng bef ore ne about t he need
for capacity building and technical assistance. W
echo that, and we believe that Mnister of Health
officials need a certain amount of famliarization or
assimlation wth TRI PS obligations.

Data exclusivity is a great way to create
a gatekeeper and keep infringing products off the
market. Wiile we don't currently have an infringing
product problemin Mrocco, as | said, because they

don't have patent protection, it puts a break on when
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and how products woul d be | aunched in Mrocco.

And so I'll have to go back and gat her
information, but I'mnot aware of specific conplaints
agai nst the Mnistry of Health nore than we woul d |i ke
to be doing nore to bring cutting edge products to
patients in Mdrocco than we can currently do in the
environment as it i s now.

CHAI RPERSON SURO-BREDIE: | think that's
all of our questions. Thank you.

MS. FINSTON. Okay. Thank you.

Cathy, | just wanted to give you this from

the Jordan Tines.

M5. NOVELLI: Ch, thanks.

CHAI RPERSON SURO- BREDI E:  Qur next wit ness
is David McQ@iire, Director of Trade Relations and
d obal Strategies, U S. Gains Council.

MR, McGU RE: Thank you, Madane Chair.

| have with nme today Kevin Natz of the
council staff as well.

It's late Thursday afternoon on a dreary

day, and I'mstill daydream ng about Casa Bl anca and

the various novies in Mrocco.
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(Laughter.)

MR. McGUIRE: So hopefully | can regain ny
focus here and be quite succinct.

CHAI RPERSON SURO- BREDI E:  You m ght be in
one.

MR MGU RE: Let's hope not.

As | said, ny nane is David McQuire, and
Kevin Natz, and we're gl ad to have this opportunity to
address you today.

The council s a private, nonprofit
organi zation representing both producers and agri-
business with a conmon interest in devel opi ng export
mar kets for barley, corn, and sorghum and their
related products in nore than 40 countries around the
gl obe. W have ten of fices overseas, approxi mately 45
staff in those ten offices, including Mrocco.

The Grains Council has been active in
Morocco for many years and clearly sees how the
successful conpletion of a free trade agreenent
bet ween our two countries would further benefit U S.
feed grain exports.

The feed grain sector is already
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benefitting fromstrong economc ties as the Moroccan
mar ket has grown considerably in the past ten years.
Morocco is primarily a bulk commodity market. U. S.
exports there have averaged $134 million in the three
cal endar years, 1999 t hrough 2001, wth corn bei ng t he
| argest single conponent of that trade.

Morocco inported 400,000 netric tons of
U S. corn in 2001, making it our 18th |argest market
in the world. The council projects this market w ||
continue to grow over the next ten years wth
additional demand for feed grains exceeding one
mllion tons.

Driving Mrrocco's feed grain demand is
poultry production, the fastest grow ng neat
production sector in Mrocco. In 2001, per capita
consunption was a little over eight kilos for chicken
meat and 110 units for eggs.

There's further room for growmh in the
poultry sector as the cost of production of chicken
meat in Morocco i s one of the highest when conpared to
ot her low m ddl e incone countries.

In addition, corn is no |longer seen as a
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vi abl e crop for production in Mdrocco due to the | arge
anounts of water it consunes and the fact that
donestically produced corn is extrenely expensive
conpared to international prices.

Therefore, any additi onal demand for corn
for the poultry sector specifically will have to be
sourced through inports.

Morocco's beef sector has renained
stagnant over the past decade. |In fact, consunption
levels of red neat are about four kilos per capita
now, and they've been declining as the popul ati on has
gr own.

Producti on woul d have to i ncrease anot her
500,000 netric tons by the year 2020 to nmmintain
current consunption levels, which as | nentioned are
quite | ow

This level of production can only take
pl ace t hrough intensive feeding of a |l arger nunber of
animals with access to |low cost feed grains. The
Morocco Mnistry of Agriculture remains commtted to
the i npl enentation of a devel opnent pl an sponsored by

the U S Gains Council, enphasizing production in
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feed lots where animals are raised under intensive
f eedi ng prograns, inproving production performance and
m ni m zi ng damage to fragile pasture | and i n Morocco.

Since its ratification of the WO
agreenent in 1994, Morocco has taken several neasures
in its agricultural sector to conply with WO
requi renents. They have elimnated inport |icensing
and reference prices for nost commodities, and have
made progress in liberalizing trade in agriculture
commodities, for exanple, giving feed mllers inproved
access to inported feed grains.

Addi tional refornms in cereals and oil seed
trade on longer require inporters to go through the
state tradi ng organi zati on.

In 1996, Mdrocco reduced corn tariffs,
which resulted in their i nplenentation -- excuse ne --
inporting corntripling to nore than one mllion tons.

Neverthel ess, high tariffs for many
products remain a significant barrier to U S. exports.
The current tariff systemyiel ds nom nal protection of
about 40 percent for corn and operates nuch like a

vari abl e | evy. When the world price goes up, the
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i nport duties go down and vice versa.

| take the opportunity to explain the
policy nmore fully inny witten testinony, but suffice
it to say that the policy gives inporters little
incentive to seek the best world price or the nost
optimal conbi nation of feed ingredients.

The United States now accounts for
approximately 60 percent of Mrocco's total corn
i nports. However, U. S. feed grains do face strong
conpetition from countries such as Argentina and
Hungary.

Wiile Mrocco signed a free trade
agreenent in March of 2001 with the E.U., agricul tural
issues were largely excluded in that treaty.
Therefore, tariff elimnation under a U S. -Mroccan
free trade agreement would give U S. exporters
significant tariff advantages over those conpetitors.

The Moroccan Mnistry of Agriculture has
al ready presented a proposal to elimnate inportant
tariffs on corn and sorghum That proposal is working
its way through various governnent bodies.

However, an FDA that binds those tariffs
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at zero specific to U S. commpdities would assure a
significant growth opportunity for U S. feed grain
exports.

U S. Grains Council believes exports are
tied to global economc developnment and to U S
agriculture's profitability, and that the United
States will not be able to significantly expand its
exports unless it is wlling to pronote the
liberalization of the world's trading system

A free trade agreenent with Mrocco that
elimnates tariffs on U.S. corn, barley, and sorghum
woul d not only provide for further expansion of the
Mor occan nmar ket for feed grains, but also would all ow
the United States to capture a | arger portion of that
i nportant grow h.

M. Chair -- Madane Chair, that concl udes
my testinony. |1'd be happy to take your questions.

CHAI RPERSON SURO- BREDI E: That set you
back.

(Laughter.)

MR MGJ RE: |  know vyou're still

daydream ng about those novies and you weren't
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listening.

CHAI RPERSON SURO- BREDI E: | don't think
| ' m daydr eam ng

Ckay. The first question by the
Department of Agriculture.

MR, McGUI RE: Surprise.

MR. MEYER: David, when you tal ked about
sonme of the reductions in tariffs in corn in recent
years, could you talk a little bit about some of the
non-tariff barriers that are present for corner,
sorghum barl ey?

MR MGU RE: wll, 1 think in the
particul ar case of Mirocco, | think that has been a
m nor i ssue. W use Morocco as a success story in
virtually all of our talks wth stakehol ders and
menbers around the world because we've been able to
triple exports in the past six, seven years, and we
think that will continue.

The main obstacle to growth is sinply the
hi gh cost of |ocal production, and therefore, if we
can reduce the tariff situation gromh will be quite

dramati c.
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CHAI RPERSON SURO- BREDI E: USTR.

MR. BIRDSEY: In your view, what kind of
techni cal assistance woul d be appropriate in Mrocco
consistent wth an inproved trading rel ati onshi p?

MR MGURE Wll, I can only speak for
our particular compdity interests, those being corn,
barl ey, and sorghum Techni cal assistance i s what our
prograns are all about, and we work with the dairy
beef poultry sectors to try to intensify their
feeding, feed | ot situations, things of that nature.

So that is the basis of our work in
Morocco, and it has certainly paid dividends. W're
quite pl eased.

M5. RZEM EN: Are there any infrastructure
[imtations that currently constrain U S. grain
suppliers' ability to export to Morocco? And | have
in mnd here is there sufficient grain handling
capacity at ports. Are there in country distribution

systens, et cetera?

MR MGIRE |I'mnot aware that we are
constrained dramatically. " m surprised you didn't
bring up the word "biotech." This is the first
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nmeeting |'ve been in in many, many nont hs when no one
has brought it up.

The bi otech issue has not -- | shouldn't
have brought it wup either probably -- it hasn't
constrained us, but it's always a threat. There's no
question that that area of the world often | ooks north
to Europe for policy direction, and so we continue to
have a very broad educational effort in our Moroccan
office, as well as everywhere el se around the world.

So biotech is the one threat. From a
capacity point of view, | don't believeit's an issue.

MS. RZEM EN.  Thank you.

CHAI RPERSON  SURO- BREDI E: The next
guestion, USTR

M5. NOVELLI: Do you face any significant
conpetition now from Europe in your grains?

And, you know, if we are successful in
what we do, you know, if the Europeans then decide
maybe they want to think about doing the sane thing,
how is that going to affect --

MR, MG RE: Well, | nentioned in ny

testinony that the agreenment signed, the bilateral
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agreenent, E. U and WMrocco, that did not cover
agricul tural products.

M5. NOVELLI: Right, right.

MR, McGUIRE: Barley certainlyis exported
fromthe E.U. in significant quantities, dependi ng on
the market need, and that certainly conpetes with our
barl ey as well as corn and sorghum

But it is why we feel that tariff
elimnation is so crucial to expand the nmarket for
corn, because we believe that it positions itself very
wel | agai nst those conpeting U E. commodities if the
price -- if the tariff treatnent is equal.

And | believe | may turn to ny col |l eague
her e.

(M. MGuire conferred.)

MR MGUIRE Rght. | believe that the
tariff on barley is zero at the current tinme, and so
if we were able to achieve that for the other
commodities, it would certainly hel p us.

M5. NOVELLI: Ckay. Thanks.

CHAI RPERSON SURO BREDI E:  The Depart nent

of Commer ce.
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MR. ROTH: We understand the Moroccans are
t hi nki ng of applying a value added tax to m xed feeds
that used inported grains, but this tax is not applied
to m xed feeds using donestic grains.

To what extent do you believe that this
affects inports?

MR MG RE wll, I'm not aware
specifically what you're speaking of, but clearly any
tax woul d affect inports, and so | would be interested

in seeing the specifics of the |anguage of that

pr oposal .

One of our long held beliefs, as is every
trade negotiator, is the equal treatnent of both
donestic and foreign produced goods. So those

principles certainly we would expound on in our
position |I'm sure.

CHAI RPERSON  SURO- BREDI E: The State
Depart nent .

M5. HYLAND: As you probably heard over
the course of this hearing, one of the main goals of
the FTAfor Morocco is job creation, and extrapol ating

alittle, were the tariffs on corn to cone down naki ng
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feed cheaper for the poultry industry, do you envi sion
that there would be a certain expansion in that
i ndustry? Is this sonething that would lead to job
creation, or do you need that connection?

MR MGUIRE Well, |I certainly think it
would. As | said in the testinony, we would expect
that consunption of poultry products would increase
dramatically in the imediate future, and that can
only create job growh through the normal chain of
events.

And, you know, we're tal king price fueling
t he demand, and so that's where the change starts.

M5. HYLAND: So you think there's a |l arger
mar ket for poultry were it to be?

MR MGU RE: W believe there's pent up
demand for poultry and that will continue to be the
case until prices cone down.

CHAI RPERSON SURO- BREDI E:  USTR

M5. NOVELLI: There's been a lot of talk
about the need for Morocco to undertake significant
agricultural reform in general, and aside from

|owering tariffs, do you have any thoughts or views
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about what would need to be done, you know,
specifically in your areas?

MR MGU RE: Vell, | think without
sounding like an expert here -- and | realize |I'mon
the witness stand to be an expert, but I amnot -- |
think our believe is that -- and | sinply say this as
an econom st really -- poultry prices are very high
due to very limted I and and the high cost of water.
| say land in the sense of poultry production.

And, therefore, we do not believe the
Mor occans can i ncrease demand for poultry dramatically
if left to eh industry internally expanding. And so
that is -- we believe for corn, barley, and sorghumit
woul d benefit everyone to lower the tariffs and all ow
nore access for inported feed grains.

That is probably the quickest way to
adjust internal resources in the agricultural sector
nost efficiently. That woul d be our position.

MS. NOVELLI : Wul d you say if Mrocco
agreed to have that happen -- do | understand from
what you're saying that you don't think that current

production woul d be displaced, | nmean, to the extent
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there is current production?

| mean, how woul d that affect, you know,
farmers who are on small farns in Morocco?

MR. McGQU RE: There would probably be a
certain anmount of structural adjustnent. | think the
exanples in the world woul d suggest that that is what
soneti mes happens or nost tines happens, but that
there would be a -- you know, | certainly don't want
t o suggest what the sovereign nati on of Morocco w shes
to do for their | ocal production, producers, but there
may be a nore efficient way to structure their
agriculture that they see as a result of an FTA
That's what these things tend to do, | think

M5. NOVELLI: But in your experience when
this retooling occurs, could it occur, for exanple,
people were growing things that weren't econom c?
Maybe they start --

MR. McGU RE: Absol utely.

MS. NOVELLI : | mean, poultry farms. I
mean, is that the kind of thing so that people don't
just fall off the radar screen?

MR MGQIRE: Correct. There's a dom no
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effect that when | say resources would be nore
efficiently nmoved into other sectors W thin
agriculture, other products, et cetera.

CHAI RPERSON SURO- BREDI E: | think those
are all of the questions. Thank you, M. MQiire.

MR, McGU RE: You're welcone. Thank you.

CHAI RPERSON SURO- BREDI E:  Qur | ast wit ness
is M. Robert Vastine, President of the Coalition of
Service Industries.

My apol ogi es, M. Vastine. You now know
everything there is to know about corn, barley,
sorghum and several other testinonies.

MR. VASTINE: | was always told that you
can't make any progress until we make it on eggs.

CHAI RPERSON SURO- BREDI E: Oh, there you

go.
MR, VASTINE: Soit's always good to know.
Thank you, and I'll try to nake this as
short and sweet as possible and painless. It is a

dar keni ng Thur sday afternoon, and being | ast is not an
envi abl e position.

But thank you for the opportunity.
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Services represent 54 percent of Mrocco's gross
donestic product, mainly tourism In the last two
decades exports of commercial services from Mrocco
have tripled, and that, again, is tourism mainly
Eur opean tourism into Mrocco.

They have undertaken as we have not ed here
before some structural reform in services through
privatization and a nore progressive investnent
regime. This has been good, but doesn't go quite far
enough.

The trade agr eenent coul d vastly
accel erate progress in internal reforns.

In the GATTs, Mrocco has nmade limted
commtnments in the establishnent of professional
busi ness basic and value added tel ecomunications
environmental, financial, and tourism services.
Al nmost all of these bindings are in node three.

Typically Mdirocco's schedule, if you just
took its GATT schedule, if you just took under the
category of business services professional services,
A, the first thing, nodes one and two are inbound.

Mode three is bound except participation of foreign
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capital is limted to 25 percent in accounting,
audi ting, and bookkeeping, and in node four Mroccan
nationality is required.

MS. NOVELLI: I'msorry. Could you just
expl ain what node three is --

MR. VASTINE: ©Oh, Cathy.

M5. NOVELLI : -- for those of us who
are --

MR. VASTINE: Al right. The nodalities.
Well, 1I'd be glad to explain what node three is

because it is the nost inportant node of supply in
services. Services are supplied through cross-border
trade, which neans selling sonething from let's say,
New York to Marakesh w thout being there.

Mode two is, let's say, a New Yor ker goi ng
to -- a Mrakeshi comng to New York for health
services to see the doctor or tourism Those are the
best exanples. Tourismis the best exanple.

Mode three is establishnment. Mode three
is when a conpany goes to Mrocco and sets up
busi ness, and this is the nost inportant actually in

trade and servi ces. Mbst services have to be sold
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froman establishnent in country.

You can't sell insurance -- nost insurance
cannot be sold from New York. It has to be sold in
Mar akesh.  Sonebody has to go there and, you know,
sell insurance policy by policy unless it's narine
aviation and transport, which can be done across
border apparently.

So node three is where the guts of
servi ces trade takes place, and so typically nodes one
and two are not bound. They have not nmade
liberalization commtnents in node one and node two
for nost of the categories of services that are
contained in the schedul es.

They have i n many cases no restrictions on
| just gave you an exanple, accounting, where they do
have a restriction on foreign participation, but in
many cases they don't have restrictions except in
tel econs and financial services, which I'll cone back
t o.

Morocco has conmtted i n general, broadly
speaking -- this is sort of an interesting way of

| ooking at this -- if you take all of the ways in
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which a country can conmt to |iberalization in the
GATTs, all of the categories and subcategories this
way, |like auditing all of the businesses and
subcat egori zations of businesses and then all of the
horizontal commtnents Ilike for market access,
national treatnment, et cetera, that sumtotal -- let's
say that's 100 -- according to a Wrld Bank anal yst,
Bernie Hookman, who is very well known, nost
devel oping countries have only commtted to 6.9
percent of all potential commtnents.

Morocco is right there at seven percent,
and so that neans that of all the possible ways you
can conmmt to liberalization in the GATTs, Mrocco is
right down there at the bottomw th everybody el se in
t he devel opi ng worl d.

| don't know how the World Bank defi nes
"devel opi ng" for this purpose, but | think the point
is there.

Now, it's a little bit wunfair, that
characterization, that nethodol ogy because, as | just
pointed out, nost of the commtnents are in node

three, and that's where npst of the trade is.
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So maybe Modrocco is doing a little bit
better than we think, and | would point out that in
many, many, nost of the categories, national treatnent
i s bound. There are no restrictions on national
treat nent.

Anot her node of supply, the fourth node of
supply I didn't get to. The fourth node of supply is
t he novenent of people. Services are in many cases
supplied by consultants, by whatever going to
accountants, going to a foreign country and, you know,
providing their service and comng honme. So this is
called the novenment of key business personnel, and
it's usually tenporary.

So we have a proposal. CSI and our
counterparts in Europe, the European Services Forum
and the Hong Kong counterparts have put on the table
in CGCeneva or have advocated to our governnents with
limted success the need for a special visa to
facilitate the short termnovenents of peopl e back and
forth.

We're not talking immgration here. This

is not (h)(1)(B). This is not threat, should be no
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threat to donestic | abor. We're tal king about
prof essionals, nanely top executives, highly skilled
i ndi vi dual s.

So anyway, it's a |longer story than that,
but that maybe gives you a feel for it.

As | said, in node four Morocco maintains
horizontal limtations on the novenent of personnel
except for those enployed by a firmestablished in the
country. So Laura was pointing out that they are
maki ng accommodations in film mking, and that's
great, but in the GATT schedules, they have a
horizontal limtation on the ability of people to nove
in and out of the country to provide services. So
that's serious, and that's sonethi ng we shoul d take a
| ook at.

An  FTA wth Mrocco wll require
subst anti al market openings and in all sectors and all
nmodes of supply, and one of CSI's nain priorities --
and we have conpiled a handbook, a handy-dandy
reference for you all to what we seek in all sectors.

So if you want to know what the insurance

fol ks want, you've got it right here on page 33. |If
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you want to know what the |egal services fol ks want,
you' ve got it here on page 43. There's a summary and
then there's a | onger description of, in nost cases,
in maritinme services even, t el ecommuni cati ons,
tourism et cetera, et cetera.

So | would be glad to supply each one of
you with one of these if you'd like that. W can do
that | ater.

Oh, no. Do we have -- we don't have
enough.

M5. SCHM D. Yeah, we have them W have
them We'll get themto you

MR.  VASTI NE: And now one of the key
elements -- | going to just talk about three little
el ements here briefly -- one of the key elenents in

our platformin a sense is transparency, regulatory

t ransparency, and this IS essentially t he
internationalization, if | could put it bluntly in
this context, in this forum This is the

internationalization of the APA, the Admi nistrative
Procedures Act that we all live by in our governnent.

It provides for notice and comment. It

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

130

provides for publication. It provides for just the
standard sorts of disclosure, transparency, rights to
coment, rights to respond, |icensing processes that
we take for granted in our governnent.

Many of these were actually adopted in the
Chi nese accessi on, and | understand that the Si ngapore
agreenent contains good transparency conmtnents in
financi al services, and we hope horizontally. | nean,
if they accepted it for financial services, why
woul dn't they accept it for all services?

So we hope that the Singapore agreenent
will be a great benchmark on transparencies. It's
very, very inportant, and it's the only way we're
going to get this is bilaterally. W're not going to
be able to convince all those fol ks in Geneva, all of
those countries to do it because it's so foreign.
These practices are so strange to nost people.

About five countries maintain U S. quality
or four other countries maintain APA style, very high
quality transparency standards. The European
Comm ssi on does not, for exanple, and has been very

slow to press for transparency in the GATT.
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So these bilaterals are really inportant
in achieving, and they're going to take a | ot of hand
hol di ng, capacity building to help Mroccans, for
exanpl e, understand what this neans.

A lot of themthink that we want themto

clear their regs. wth us, that that's what this

means. That's not at all the case. It's a procedure
whereby -- well, you know how it works.
So two other key areas: fi nanci al

servi ces, tel econmunications. The schedul es here are
congested there. They begun liberalization in
t el econs, but nowhere fast enough. 1've singledthese

two out because if you want to develop a nodern

econony, you have to devel op a noder n
t el ecomruni cati ons i nfrastructure in or der to
participate and link with the world, wth the

i nformation society, wwth the information econony, and
you have got to have efficient financial services that
supply capital, that nobilize capital in country and
permt foreign direct investnment to come in, to
stinulate foreign direct investnent and apply it to

t he devel opnment needs of Morocco.
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Now, phase-ins. Phase-in of commtnents
and services is sonething that | don't think -- well,
it certainly is -- okay. It does exist in the tariff
schedul es, but the phasing in of comm tnents has been
sonething that has been accepted in the GATTs and
shoul d be used here.

e recogni ze fully t hat t he
i beralizations we seek, very conpl ete
i beralizations, would require dramati c changes in an
econony |ike Mirocco's, but rather than |ower our
obj ectives for an agreenent with Morocco, for exanpl e,
and ot her sim | ar poor econonm es, we shoul d encour age
strong commtnents, but wth phase-in periods; be
literal in our use of phase-in periods, not too
l'i beral. It can't be too long because then it's
sel f-defeating, but here's an exanple where we could
use themwel | .

| had the great pleasure of having | unch
today with Renaldo Rigero, and so | said | was goi ng
to be testifying, and he cane here, and he was
di scussing with a group of people this FTA free trade

area, bilaterals inthe United States, you know, that
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concerns Europeans so nuch.

And | said, "So I'"'mgoing to go testify
about Morocco free trade area. You know, is it really
realistic to ask Mrocco to nmake these sweeping
changes, commtnents in services in key areas |ike
financial services, conpletely open their banking
sector, the financial sector to foreigners?

And he said, "Absolutely.”" He said, "Go
for it."

But the bottomline with himis that we
use this to build toward a successful Doha round; that
the U S FTA strategy 1in the Mrocco case
particularly, because it's the first onewith areally
devel opi ng country, true devel opi ng country; that this
case is an extrenely inportant case, extrenely
rel evant to Doha because if Morocco can do this and if
we can help themdo it through capacity building, we
can denonstrate to so many ot her devel opi ng countries
that it's possible to nmake these comm tnents and t hat
they will benefit fromit.

So | think that's the nessage.

CHAI RPERSON SURO- BREDI E: Thank you very
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much, M. Vasti ne.

First question by USTR

MS. NOVELLI: Sorry about node three. |
know that there are four.

MR. VASTINE: Ch, good.

M5. NOVELLI: | know the ones, but --

MR. VASTI NE: | just thought you woul d
know. | |ike tal king about the nodes.

M5. NOVELLI : | don't know which nunber

goes wi th which one.

MR. VASTINE: It's really one of the few
areas of expertise | have here.

(Laughter.)

MS. NOVELLI: | wanted to ask you about
when you were tal king about telecom and financi al
services and particularly in telecom where | know
t here has been sone concern about the conm tnment of
Morocco to truly, you know, be open and have a
transparent regulatory system

You know, they sort of started off really
well, then their tel ecomperson has sort of resigned

for other pastures, et cetera. | mean, can you
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el aborate on that?

| don't know if that's a fair question,
but it would be helpful to know when you say they
haven't liberalized fast enough in those areas.

MR, VASTINE: Well --

MS. NOVELLI: Can you el aborate on what
they should be doing, you know, faster and what we
shoul d be pressing for?

M5. SCHM D: From speaking wth our
menbers and from looking at the materials that are
publ i shed on this issue, Mrocco certainly has taken
st eps, and they've established an independent
regul at or.

The question is: really giving the
regul ator the authority to, for exanple, inplenent
anti-conpetitive practices, for exanple.

Also, it's a question of inplenenting the
regul ati ons they' ve adopted. They do have foreign
mar ket entrants in telecommunications from Europe
They' ve got quite a few of them but our nenbers have
very little investnment so far in the market, and

they' re not, frankly, paying that nuch attentiontoit
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yet.

However, what they're |l ooking for is |like
in many devel oping countries a strong, independent
regul ator, and they need to fulfill on that, finish
t hat process.

M5. NOVELLI: Do you think that if that
happens -- | nean are conpani es not interested because
they don't think that that exists or just because it's
a smaller market?

M5.  SCHM D They've seen in their
experience that the process has been noving slowy,
and | think they want to see the process nove alittle
bit quicker so that they don't have to deal with al
of the problens of nonopoly tel ecom providers still
colluding wwth the regulator. That's not necessarily
i ndependent .

M5. NOVELLI: And what about on financi al
services?

M5. SCHM D: Well, on financial services,
| think that's a unique.

(Laughter.)

MR. VASTINE: Passing the ball back and
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forth here.

When you say -- what about financial
services?

M5. NOVELLI: You had said, you know, they
haven't done enough. They need to do nore.

MR, VASTI NE: They have a horizontal

limtation across all of the categories of financial

servi ces.

MS. SCHM D What they have done, what
t hey have done, if | can just junp in here -- sorry,
Bob.

MR. VASTINE: Wiy don't you just let ne
finish?

M5. SCHM D:. Ckay.

MR, VASTI NE: -- is horizontal limts
whi ch insure -- taken all together try to insure | ocal
control. They have done and sone of the reforns they
have | aunched have been good, but still at least in
t he GATT schedul e, they have taken exceptions to their
ot herw se bound node three conm tnents.

To their bindings in node three, they've

got this horizontal exception which |imts access.
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M5. SCHM D: And structurally they have
begun to privatize three national banks, but they're
still going through that process. So | think it was
even nentioned in a previous testinony. they put the
legislation into law, but it's really a question of,
okay, when are they going to inplenent it.

Sothisisthewth privatization of their
nati onal banks, but they certainly at least in their
GATT schedul es, they have nmade significant conmtnents
in establishnment in node three in financial services,
but they've left nuch unbound in node one and node
t wo.

And because of t he econony, because of the
i nformati on econony, because of el ectronic commerce,
t hese two nodes, cross-border trade is goi ng to becone
nore and nore inportant. So they will have to open
their market there.

So it's noving, but it's noving very
sl oW vy.

M5. NOVELLI: Thanks.

CHAI RPERSON SURO- BREDIE: Did you have a

gquestion?
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PARTI Cl PANT: Cat hy just asked basically.

CHAI RPERSON SURO BREDI E:  Yeah.

MR. BELL: | have anot her.

CHAI RPERSON SURO BREDI E:  USTR t hen.

MR. BELL: You nentioned the need for the
Moroccans to nmake these strong commtnents and that
there needs to be a corresponding effort to provide
sone ki nd of technical assistance. | was wondering if
you coul d el aborate on that, and al so, in particular,
if there are any types of prograns that your
organi zation also provides in terns of technical
assistance for countries to neet these types of
obl i gati ons.

M5. NOVELLI : And can | add to that a
guestion about how -- are there exanples in other
countries where, you know, there's been a success with
certain kinds --

M5. SCHM D:  Sure.

M5. NOVELLI: -- of technical assistance?

M5. SCHM D Sure. Do you want ne to
answer ?

MR VASTI NE: No. W have -- 1'm al so
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Chai rman of the I ndustry Sector Advisory Commttee for
Services, and there and in CSI we have worked on this
not as nuch as we'd |ike, but considerably.

In the | SAC, we're trying to put together
a conpendi um of exanpl es of cases where associ ations
and conpani es are provi di ng vari ous forns of technical
assi st ance.

This does take place in the insurance
sector. The insurance sector has an Internationa
| nsur ance Foundati on t hat provi des t echni cal
assistance along with Conmerce Departnent and very
frequently in Eastern Europe, and those kinds of
t hi ngs are goi ng ahead.

I n, let's say, the <case of China
accession, it's not really accession related. 1In the
case of our conpany's efforts to develop their
presence in China and secure |icenses to do business
with China, there have been the opening of various
institutions in China, like the Chubb School of
| nsurance in Shanghai and ot her such exanples where
conpani es have specifically funded -- funded specific

educational institutions, prograns.
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And that has now becone a part of one of
the -- it has becone a departnent of one of the
uni versities, a good university.

So there are just lots and lots of
exanples, but I don't know t hat anybody has got them
all in a book anywhere.

Now, what el se we've done is we' ve cone up
with our own internal statenent, policy statenent, on
capacity building, frustrated by a whol e year's worth
of effort totry toget AID-- I'mnot knocking them
but it's just they haven't been able to do it -- to
cone up with what we consider the strategy for
capacity building in services.

We cane up with our own strategy, and now
| have to remenber it. It has four points.

The first point is that we help foreign
countries to develop the ability to negotiate, you
know, to negotiate in services. | mean, what's node
four?

The second one is to help themto identify
their export markets in services because believe it or

not, sone countries are devel opi ng an export interest

NEAL R. GROSS
COURT REPORTERS AND TRANSCRIBERS
1323 RHODE ISLAND AVE., N.W.
(202) 234-4433 WASHINGTON, D.C. 20005-3701 www.nealrgross.com




10

11

12

13

14

15

16

17

18

19

20

21

22

142

in services. Certainly China is doing it.

Thirdly we want to develop -- and this is
really the key -- | think this is a very key area, and
you'll see in a mnute why -- we want to hel p devel op

best practices inregulationandregulatory structures
whi ch permt the financial services sector to operate,
permt there to be a securities market, permt there
to be -- the need to have a securities regul ator.

How does Morocco establish a securities
regul atory? Where does it goto learn howto do that?
Wo is the teacher? W provides the institutional
nodel , that kind of thing?

So it's those sorts of -- that's really
where | think the rubber hits the road in these
agr eenents. W would like to see this agreenent
because it's with Morocco have a Doha rel ated capacity
bui l ding chapter, a serious big annex or appendi x or
what ever that commts the United States to provide
state of the art, what we consider to be state of the
art regul atory best practices.

That woul d include transparency, but it

would certainly include how do you regulate the
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securities market, how do you regulate an insurance
mar ket, and here the key is safety and soundness to
protect the consuner. [It's not what you're going to
sell your insurance policies, what the premuns are
going to be or what the products are going to be.

So it's directed at providing --
regul ationthat's directed at providing conpetitionin
the market or what sonme people call pro conpetitive
regul atory reform

Now, if you're getting a really tough
question to ask ne, I'mgoing to be really upset.

(Laughter.)

MR. VASTINE: He's for node four. He went
back to the ITC. He fled fromUSTR, but he did great
work in node four, well, and it's a conpl enent to your
or gani zati on.

MS. NOVELLI: On that |last quote that you
j ust made - -

MR VASTI NE: Yes.

MS. NOVELLI: -- have there been prograns
i ke that that have been successful that we coul d | ook

to as nodels, you know, where people have trained,
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you know, how do you start a securities nmarket, you
know?

MR. VASTINE: Well, yes, |I'm sure there
have. | know there have.

Oh, | ook. You know what? [ just
di scovered sonet hing. The Treasury Departnent has 200
peopl e under Deputy Assistant Secretary Fall, 200
peopl e.

CHAI RPERSON SURO- BREDI E:  He' s been ar ound
for ten years.

MR. VASTI NE: Yeah, nobody knows about it,
you know. Il was told that it took the Under
Secretary a full year to find out that he actually
enpl oys 200 people. | nean, it's astonishing. The
Treasury has an extraordinary outreach to foreign
central banks.

In Russia recently | net a very, very
brilliant woman who had worked wi th Davi d Nuney at the
Treasury and who had been seconded to the central bank
and now was working for an insurance conpany, |NA |
t hi nk, or I NG sonebody.

And so all you have to do is get the
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Treasury to open its books, and you'll find |lots of
exanples. As a fornmer Treasury official, | can speak
candi dly about that.

(Laughter.)

CHAI RPERSON SURO- BREDI E: Do you have a
pl ant ed questions?

MR.  LEAHY: I have a question from the
fl oor obviously here.

MR, VASTINE: | knewit.

MR. LEAHY: One is we seek a clarification
of your statenent earlier about services conprising 54
percent of the total GDP. Was that total GDP or
private sector CGDP?

MR, VASTINE: 1'd have to go --

M5. SCHMD: |It's total.

MR, VASTINE: Is it?

MR. LEAHY: Total?

MR.  VASTI NE: It's total gross donestic
product. Excuse ne. |It's a statistic that conmes out
of the Wrld Bank. They have done an analysis
actually of all WO nenbers' GDP over the last ten

years.
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And we used it to conpare the percentage
of services versus the percentage of agriculture and
GDP, and we find consistently that CGDP represents at
| east 50 percent of nost devel opi ng econony markets.

And this statistic is not wdely known,
and it's very inportant.

MR. LEAHY: Thank you.

And the second question was: are your
interests inthe liberalization of financial services
mar ket only or did they include the |iberalization of
t he Moroccan capital account?

MR, VASTINE: Ch, well, | think, you know,
Under Secretary Sumrers used to say, you Kknow -- no,
Secretary Summers, now President Sunmmers.

(Laughter.)

MR. VASTI NE: When he was Under Secretary,
he wused to say in the 1997 financial services
negotiations in the WO that we have to be cl ear what
we're negotiating and what we're not negotiating.
We're negotiating market |iberalization. W' re not
negotiating liberalization of exchange rates, capital

fl ows, capi tal mar ket s. W're into trade
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liberalization in the WO W don't do the other

stuff.

MS. NOVELLI : Can | just ask one nore
gquestion?

MR. VASTINE: Pl ease.

M5. NOVELLI: When you were tal king about
your visa proposal, is the proposal sonething that

already is provided for in US. law or would we be
needi ng to al so change our --

MR.  VASTI NE: No, we would have to
regrettably change our law to acconplish it, and |
t hi nk t hat woul d be extrenely difficult in the current
environnent. Security issues and enpl oynent i ssues,
and |'m told -- 1've heard, but | don't know the
details yet -- that the effort to provide for a slight
liberalization of our practice in the Singapore
agreenent was just clobbered by the Hi |l

MR. BIRDSEY: Could I follow up?

MR.  VASTI NE: By the Senate Inmm gration
Commi ttee.

So | think the Singapore experience has

not been a good one, and if industry wants to mnake
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progress on this, we're going to have to do a much
better job of securing our base on the Hi |l

M5. NOVELLI: COkay. Thanks.

MR. BIRDSEY: Could I just follow up on
t hat ?

What' s the problemwi th the current (b) (1)
or L visa? Wy do you need a new visa category? |Is
it because it may take too long to process?

MR, VASTINE: Well, there's a couple of
I ssues. First of all, the speed of processing is
extrenely inportant because, | nean, here's the
situation. You have a gl obal conpany |i ke Accenture,

Pri cewat er houseCoopers. You can inmagi ne the others,

EES, |BM These are global players, AT -- | nean,
just the whole group, | nean, AOL Tine Wrner
certainly.

They need to respond to the demands of
their clients, and they work on the basis of team
building. So | have this nephew who's a doubl e maj or
from MT, and he works for Accenture, and he has an
apartnment at Harvard -- | nean in Boston, but is

pi cked, you know, to go on assignnents six nonths,
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ei ght nont hs, four nonths, three nonths, and he has to
fly every weekend sonmewhere. You know, to Bl oom ngton
he' s been goi ng because he's been buil di ng an i ntranet
for a big conpany.

But these teans have to be assenbl ed very
qui ckly to respond to a new contract or to service a
contract that Accenture has with a foreign or donestic
provider, and sonetines it requires taking guys like
nmy nephew and sending themto Paris or Marakesh, and
sonetinmes it takes getting sonebody from Si ngapore to
cone to Bloom ngton because these conpanies have
experts all over the world, and their human resources
are scattered everywhere.

And when they need sonebody who is their
expert on encryption and certain sorts of Internet
applications, they'll go to Singapore and say, you
know, "Get your fanny to Bl oom ngton."

Vel |, if you've got | engthy visa
processi ng del ays, you're going to | ose the business,
and this has happened a lot. So it's a question of
enpl oynent really for US. conpanies, and often

enpl oynent of Anericans. It's not a nmatter of
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provi di ng enpl oynent for unr el at ed, anyway,
foreigners, which 1is naybe not answering your
questi on.

MR. Bl RDSEY: But there's been sone
nmovenment to start instituting expedited processing
f ees.

MR. VASTINE: Well, no, that's --

MR. BIRDSEY: Is it a problem where you
can do under a L and a B, or is it really just the
speed?

MR. VASTINE: \What we wanted to do, in
fact, one of the things we wanted to do in the
Si ngapore agreenent was to provide or in the future
agreenents -- | don't know what happened to Si ngapore
-- was to sort of bindin a way that quick processing
practi ce because we do have a procedure whereby if you
pay $1,000 -- Vliadimr, how nuch do you pay?

PARTI Cl PANT:  About 1, 000.

MR. VASTINE: One thousand dollars. W
just got an (h)(1)(B) visa for Vladimr, who by the
way is a student of Geza Feketekuty's who is wth us

for a year from Russia, from Mnterey --
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CHAI RPERSON SURO- BREDI E: He still has to
take out a visa?

MR. VASTINE: But it -- pardon ne?

CHAI RPERSON SURO- BREDI E:  No, | was just
ki ddi ng.

(Laughter.)

MR. VASTINE: Say what? | didn't hear.

CHAI RPERSON SURO- BREDI E: He still has to
get a visa?

(Laughter.)

MR. VASTINE: But |'ve got a visa.

Ckay. Let ne be very clear about this for
Viadimr's sake.

(Laughter.)

MR. VASTINE: He got his student visa and
he had what, one year training period?

PARTI Cl PANT:  Yes.

MR. VASTINE: And --

CHAI RPERSON SURO BREDI E:  Before we pick
hi m up.

MR VASTINE: So that's about to cone to

an end, and a couple of nonths ago he said would we
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sponsor him for an (h)(1)(B). He got it in three
weeks, but you know, with this accel erated processing
we couldn't believe it.

PARTI CI PANT: And it's no guarantee.

M5. NOVELLI: For the $1,000, yeah

MR. VASTI NE: Yeah.

M5. NOVELLI: There are no guarantees.

MR. VASTINE: But I'mstill not answering
your question because i ntercorporate transfers are one
thing, and transfers of consultants who are not intra-
conpany, who are not related to the sanme conpany or
another thing, and these are the two types of
prof essional, the two types of expert that we want to
cover to provide sone sort of visa arrangenent for

And we get in trouble by calling it a
speci al visa because nmaybe that sounds -- but you
know, it sounds Ilike you know the inmgration
categories, the inmmgration process.

MR. Bl RDSEY: |'"'m just wondering, you
know, if setting up a category neans a new | aw,

MR. VASTINE: Yeah, it does.

MR. BIRDSEY: If you could do it wthin
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the existing category, but just speed things along,
that would be a | ot easier.

MR. VASTINE: That is a lot better, and
frankly, | think that's the only approach that's going
to work, and we have yet to be convincing on the HII.

So that was a |ong ranbling.

Aren't you guys tired?

CHAI RPERSON SURO BREDI E:  Thank you very
much.

MR. VASTINE: Thank you.

CHAI RPERSON SURO- BREDI E:  This is hearing
i s adj our ned.

(Whereupon, at 4:56 p.m, the public

hearing in the above-entitled matter was adj ourned.)
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